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CONTINUING TO SERVE BUSINESS AND INDUSTRY 


Irving seminars 
open the doors 
of Wall Street 





to Utilities 


| 


. ‘ . . 
At One Wall Street, Irving specialists 
are ready with new and sound 
approaches—with seminars, for 





example, designed to provide the 
financial insight demanded by 
today’s rapidly growing Utilities. In 
addition to meetings with Irving 
specialists, these seminars offer 


NT SM Ga) 


contact with experts from the many 
areas of the Wall Street community. 
It is these experts who actually 
make the Irving seminars possible. 








Here’s a brief list of some of the 





doors Irving opens for Public 
Utility executives during a Seminar 
Week: 
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Inside view of rating agencies—explana- 


tion of the functions of the investment "at 


banker—operations of the stock exchange—the 
broker and dealer and the over-the-counter market—concept 














of regulation—cost-of-capital—and others. 


So goes a typical week that utility executives from over 100 





companies across the country have found invaluable in familiarizing 
themselves with the ins and outs of the world’s financial community, 
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Pustic UtiLities ForTNIGHTLY . . stands 
for federal and state regulation of both 
privately owned and operated utilities and 
publicly owned and operated utilities, on a 
fair and nondiscriminatory basis; for non- 
discriminatory administration of laws; for 
equitable and nondiscriminatory taxation; 
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advertising revenue; it is not the mouthpiece 
of «ny group or faction; it is not under the 
editorial supervision of, nor does it bear the 
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tio:. The editors do not assume responsi- 
bil for the opinions expressed by its 
con ibutors. 
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The unit pictured here represents the most advanced 
power plant cycle yet attempted. This boiler, a C-E 
Sulzer Monotube Steam Generator, is designed to 
deliver 1200 F steam at a pressure of 5000 psi to a 
325-megawatt turbine-generator. The unit employs 
a double reheat cycle (1050 F — 1050 F) and has a 
primary steam flow of 2,000,000 Ib per hr. It went 
on the line in February, 1960. 
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This boiler, a C-E Controlled Circulation unit, serves Bec 
the world’s first 500-megawatt turbine-generator. troll 
Designed for a primary steam flow of 3,850,000 Ib jm fact 
per hr, it delivers 1050 F steam (1000 F reheat) at 0S 
2450 psi. It was placed in service in 1960. effe 

stai 
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PROFILES 


In 1950, a decade ago, Combustion installed some 40 
utility boilers, representative of the complete range of 
power practice at that time. The average turbine capac- 
ity was 50: megawatts ... the largest, 120 mw. All 
boilers were of natural circulation design, only two 
used reheat, only two had design pressures as high as 
1800 psi. By contrasting these statistics with those of 
the boilers shown above, the length of the strides taken 
in the last ten years can be more fully appreciated. 

A broader picture of current practice is revealed 


by the following data relative to 1960 C-E utilf ,,, 
installations, which will serve nearly 4,000 mw: of 

capacity. Six of these boilers will power tur ines§ po, 
225 mw and above, the largest serving a 500- nw t@ guyc 
bine. All but two are designed for pressures i’. exc] na 
of 1800 psi... all employ reheat ... about 60 per c@ “sy 
are of Controlled Circulation design. More tha : 70@ Th 
cent of the units serve turbines with capacit:’s ff ger 
150 mw up. In fact, the average unit size is m: <e th] ter 
three times that of ten years ago, and the lar est @ out 


ALL TYPES OF STEAM GENERATING, FUEL BURNING AND RELATED EQUIPMENT; NUCLEAR REACTOM pa 
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show! here are three C-E boilers, each 
wh ch represents an advanced design 
nce 3t. Their major points of difference 
once *N Capacities, cycles, configura- 
jons — considerations of major import 
th: industry's continuing effort to 
sep ower costs down. As indicated by 
» p cture captions, one unit (far left) 
s th. world’s highest pressure boiler 
and 12presents the most advanced and 
cient cycle yet attempted in power 
lant practice. Another (left) is the 
U /Mvorld’s largest boiler, serving the first 
I 10500-rnegawatt turbine-generator to go 
Ht | M1 into service. Both of these units went 
Wilt aH on the line” in 1960. Although different 
ar =aAmin design, both follow the same general 
pattern which has long been character- 
‘3 r( istic of large C-E utility boilers. The third 
1! -_ a] boiler (right) represents a marked depar- 
ture from this classic arrangement. 
Because of the flexibility of its C-E Con- 
trolled Circulation design, heating sur- 
face can be placed in almost any desired 
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This new look, made possible by the flexibility inher- 
ent in C-E Controlled Circulation design, holds much 
+ ; ; promise of bringing new first-cost economies to 
position. Thus, it becomes possible to power plant practice. This reheat boiler is designed 
effect sizable savings in structural steel, to deliver 1050 F steam (1000 F reheat) at 2400 
stairs, platforms, piping, earthquake- psi to a 300-megawatt turbine-generator. It has a 


it, serves 
enerator. 
30,000 Ib 
eheat) at 



















proofing, as well as in the boiler itself. primary steam flow of 2,305,000 Ib per hr. 











of Power Progress 


over four times the capacity of the biggest unit of 1950. 

During the last decade, the vocabulary of the 
pow r plant has been enlarged with the addition of 
suc words and phrases as “skin casing,” “divided fur- 


nace s,” “twin furnaces,” “panel wall,” “welded wall,” Cc O | | U S T : oO Al 


“sub critical,” “supercritical,” “platens,” “pressurization.” 
The » account, in large measure, for the fact that, while = Ni G i Pal E E as N G 
gen cating costs have risen considerably over the last 
ten years, the average net production cost per kw-hr is General offices: Windsor, Connecticut 
sub: :antially less today than it was in 1950. New York offices: 200 Madison Avenue, New York 16 
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amar weeks ago we noticed, in a 
digest of a management report dis- 
tributed to its managers by the Research 
Institute of America, Inc., a conclusion 
which challenged our attention. It was 
to the effect that top management of all 
kinds of business—not just public utilities 
—now plays a bigger rdle in buying and 
selling than ever before. This conclusion 
that there is more selling by top manage- 
ment to top management aroused our 
editorial curiosity with respect to what 
the situation might be in the case of public 
utility company purchases and expendi- 
tures. 


WE had in mind, of course, the obvi- 
ous distinction between unregulated, 
competitive enterprise and public utility 
company operations under regulation. We 
assumed that if there were a trend in the 
direction of more direct participation by 
top management in the procurement of 
equipment and services for business gen- 
erally, there would probably be even a 
higher degree of direct participation in the 
case of public utility companies. Our 
reasoning on this was that utility com- 
panies—because they are subject to regu- 
lation—must be prepared to show justifi- 
cation for expenditures chargeable to 
operations. Therefore, it seemed natural 





© Fabian Bachrach 
WILLARD F. STANLEY 


with the Coclitors 


to suppose that the controls would be a 
little tighter from the top of the man- 
agerial hierarchy down to the actual con- 
tact for procurement. 


ND so our editor, FRANcIs X. WELCH, 
initiated a questionnaire which was 
sent to 1,400 presidents, board chairmen, 
vice presidents, and financial officers of 
various kinds of public utility companies, 
who are also subscribers to Pusiic UTItt- 
TIES FORTNIGHTLY. While, as stated, we 
expected the controls to be tighter, we did 
not anticipate the high degree of direct 
and active participation on the part of 
public utility company officials which ac- 
tually showed up in this area. It seemed 
almost amazing. 


THE opening article in this issue is 
devoted to an analysis of the results 
of this survey. Consider, for example, the 
single comparisons of utility company 
board chairmen, presidents, and vice pres- 
idents with their opposite numbers in 
manufacturing industries in contacting the 
sellers of equipment and services. Mr. 
WELCcH’s article shows that over a third 
of the utility company board chairmen 
and over 40 per cent of utility company 
presidents and vice presidents participate 
in such contacts, as compared with only 
2 per cent for manufacturing companies’ 
board chairmen, 28 per cent for presi- 
dents, and 18 per cent for vice presidents. 


Mr. WELCcH’s article makes other strik- 
ing comparisons and analyses. One im- 
pression the reader is likely to get out of 
this article is that these public service 
industries have responded to the need for 
careful direction of an operation which is 
of so much concern to the public at large, 
as well as to the investor owners. Our 
regulatory commission readers will note 
with satisfaction that the regulatory in- 
fluence is strongly being felt here. We 
think it is a tribute to both the regulators 
and the “regulatees” that our utility com- 
panies are being run, as Mr. WELCH says, 
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DEPENDABILITY AND DIVIDENDS 
















Your investors probably do not know the difference between a transforme 
and a turbine, but they will appreciate the performance of both as reflected in your earnings state 
ment. System dependability is exhibited not only in customer service and satisfaction but in yo 


| profit performance. 


That is why it is so important, in these critical times of system expansion 
and financing, for progressive utility management to consider equipment that increases depend 


ability... equipment that produces more earnings for capital invested in it. 


The quality and design of Moloney Transformers is recognized throughout th 
ind istry. Over sixty-four years of manufacturing transformers exclusively has given Moloney exter 
siv; data and experience. Moloney research and development projects give you the newest in desig 


to : ssure you lower operating and maintenance costs, and to give your system added dependabilit 


Si ce 1896... MORE POWER 70 YOU 







MOLONE Y cOMPAN 





ELECTRIC 












MANUFACTURERS OF TRANSFORMERS FOR UTILITIE 






INDUSTRY AND ELECTRONIC APPLICATIONS 


Sales Offices In All Principal Cities 
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PAGES WITH THE EDITORS (Continued) 


like “taut ships” with a minimum of slack 
lines or gaps, when it comes to paying out 
money for supplies, services, and equip- 
ment, used and useful in the service of 
the American public. 


pe of the most challenging responsi- 
bilities of utility management is in 
the area of saving money cost. Most util- 
ity managements are sufficiently experi- 
enced financially to make accurate pre- 
dictions of the probable impact on 
price-earnings ratio of their financial 
plans. But the question arises as to 
whether they might be able to use some 
professional assistance from utility se- 
curity analysts. 


THE second article in this issue (be- 
ginning on page 945) suggests that 
security analysts are in a good position 
to help utility managements by consider- 
ing and appraising in advance proposed 
financial programs on a confidential basis. 
It is a novel suggestion and under proper 
controls it might be a profitable and prac- 
tical one. WILLARD F. STANLEY, author 
of this article on controlling utility money 
cost savings, is president of Corporate 
Services, Inc., Brooklyn, New York. He 
has well over thirty-five vears of experi- 
ence in the fields of financial corporate 
accounting, federal tax, and legal matters. 

i - 
eeee V. H. Woop, whose article on 
“Counter Radioactivity . Measures 
and the Electric Utilities” begins on page 
952, is director of defense of. the Phila- 


FRANCIS X. WELCH 


RALPH V. H. WOOD 


delphia Electric Company. In addition to 
his company duties, Mr. Woop has been 
chairman of the Pennsylvania Electric As- 
sociation’s defense co-ordination commit- 
tee. He was project officer of the Edison 
Electric Institute for the atomic blast test 
at Yucca Flat, Nevada, in 1955 to deter- 
mine the effect of atomic explosions on 
utility facilities and installations. Mr. 
Woop is a native of Wayne, Pennsyl- 
vania, and a graduate of the University of 
Pennsylvania Wharton School of Fi- 
He has been employed by the 
Electric Company _ since 


nance. 
Philadelphia 
1927. 
* *k * * 

gee more we have arrived at that 

exciting time when packages are 
being wrapped or delivered with labels 
“Don’t Open until Christmas.” For most 
of us it would appear that we can look 
forward to a fairly cheerful Christmas 
and if the peace on earth seems a bit 
shaky in view of the cold war, at least our 
own armed forces are not engaged at the 
moment. We face major problems in the 
New Year, of course, but we have much 
to be thankful for at this traditional pe- 
riod of best wishes. And so, in this spirit 
we wish all our subscribers and friends 
the merriest of Christmases and the hap- 
piest of New Years. 


THE next number of this magazine will 
be out January 5th. 


Ir Chile 








Columbia Gas 


serves a very special 
part of America 





foarte per cent of the 
a S natural gas cus- 
on cao per cent of 
Sel ‘©. population— 
sn n the seven States 

ere Columbia serves 





hr ughout its service territory—in Ohio, ™#™ cCOLUMs , 
SYSTEM, ING. 

COLUMBIA GAS SYSTEM SERVICE CORPORATION 

COLUMBIA HYDROCARBON CORPORATION 

4120 EAST 41st STREET, NEW yoRK 1 ° 

D FUEL GAS COMPANY, 1700 MacCORKLE 


en sylvania, West Virginia, Kentucky, 
EST VIRGINIA. COLUMBUS GROUP: THE 
OHIO. 


irgnia, Maryland and southern New 
CHARLESTON GROUP: UNITE 
AVENUE, S.E., CHARLESTON, W 
9 NORTH FRONT ST., COLUMBUS 15, 
NUFACTURERS LIGHT AND HEAT COM> 


Yor): — natural gas continues to be the 
OHIO FUEL GAS COMPANY, 9 
PITTSBURGH GROUP: THE MA 
PITTSBURGH 19, PA. 


or home and industry. PANY, 800 UNION TRUST BLDG., 

























Coming in the Ue Sbdue.. 


(JANUARY 5, 1961, ISSUE)—— 








WASHINGTON OUTLOOK FOR UTILITIES IN 1961 


With the national elections out of the way and a new 87th Con 
gress moving into Washington, all kinds of business—not jus: 
public utilities—are likely to welcome some careful observa- 
tion of the developments in the nation’s capital. This will 
be a two-way reappraisal. The public utility industries them- 
selves are going to be the subject of occasional inspection and 
commentary by the lawmakers. Following his annual custom 
of some years, Francis X. Welch, editor of Pusiic UTIiriEs 
ForTNIGHTLY, gives us his “forecast” of coming events in Con- 
gress and the federal agencies. This article looks at the year 
1961 from the standpoint, of what may happen to the utility 
interests and their regulators, and why. — 





WAS THE POWER ISSUE A CASUALTY IN WESTERN ELECTIONS? 


Residents of the Pacific Northwest have once again indicated 
that officeholders looking for a vehicle that can carry them into 
office would do well to steer clear of the “public versus private” 
power issue. James B. Channing, editor of The Washington 
Voter of Spokane, Washington, has made an analysis of various 
election results in the Pacific Northwest which seems to indicate 
that the voters in that area have soured on the lure of govern- 
ment ownership in the power business as an omnipotent vote 
catcher. 


















THEY SPEAK FOR THE COMPANY BELOW THE SALT 


For many years we have heard about how desirable it would N 
be if each utility company employee considered himself an 
ambassador of good will for his employer and acted accord- 
ingly. Aside from the obvious fact that utility employees gen- 
erally have a good many other and more pressing things to 
do, the talents of extemporaneous speaking and ability to Jus 
“teach” or make things clearer in a persuasive manner are 
not commonplace. Yet they do exist to some extent and could 19 
be cultivated among apt employees. James H. Collins has PIE 
studied the possibilities of using apt employees of utilities to 











speak for their companies. Through modest training of such we 

employees, the job of management may become much easier o 

because of a more understanding public. . 

fo 

al 

AND IN ADDITION .. .j Special financial news, digests, and interpretations of court it: 


and commission decisions, general news happenings, reviews, Washington gossip, and other features of 
interest to public utility regulators, companies, tives, fi ial experts, employees, investors, and 
others. 
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N EW FILM shows how quality power pipin 
helps the nation live better electrically 
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produced by The M. W. Kellogg 
pany, and available January 1, 
, this sound-color film on power 
ig is valuable viewing for utility 
agements, engineers, and others 
erned with the generation of elec- 


power. Explaining in full the sub- 


of power piping, ‘“The Vital Link” 
provides an iriteresting education 
isers of electricity. 


- owing what power piping is, does, 


how it is made and erected, and 
nportance to the utility industry, 
new film takes you first into the 
ral station of a large electric 


ity. It then guides you through 


Kellogg’s new plant at Williamsport, 
Pennsylvania—the most modern ever 
designed specifically to manufacture 


power piping for electric utilities. 

In Williamsport, you will follow the 
many manufacturing steps necessary 
to assure the highest quality product 
from the time the raw materials ar- 
rive in the plant until finished assem- 
blies are shipped. The final step— 


POWER PIPING DIVISION 


THE 


field erection in a customer’s plant 
shows the importance of sustaini 
quality work to insure efficient pre 
duction of electricity. 

For arrangements to view “T 
Vital Link’ in your own offices or 4 
outside meetings, contact the neare$ 
office of Kellogg’s film distributor: 
MODERN TALKING PICTURE SERVICE IN 

Three East 54th Street, New York, N. Y. 


M.W. KELLOGG COMPAN 


Plant & Headquarters: Williamsport, Pa. Sales Offices: 711 Third Ave., New York, N. 
A SUBSIDIARY OF PULLMAN INCORPORATED 


Offices of other Kellogg companies: Toronto, London, Paris, Rio de Janeiro, Caracas, Buenos Atres 
















































Maurice W. LEE 
Dean, School of Business Admin- 
istration, University of North Car- 
olina. 


D. J. RUSSELL 
President, Southern Pacific 
Company. 


EDITORIAL STATEMENT 
Los Angeles Times. 


WILLIAM HENRY CHAMBERLIN 
Columnist. 


RALPH J. CORDINER 
Chairman of the board, General 
Electric Company. 


StTrImson BuLLITT 
Politician, Seattle, Washington. 








CCaukle Coke 


“There never was in the world two opinions alike.” 


—MOonNTAIGNE 





“In a democracy, the people place their faith in the 
government to protect them from an adulteration of 
the money.” 


5 


“We cannot have a vigorous railroad industry if its 
members are not allowed to adapt operations to per- 
formance of the transportation function by the best 
means available.” 


b 


“The public has been half-persuaded by a succession 
of administrations and Congresses to believe the dan- 
gerous myth that nothing ever happened to the United 
States that could not be cured with money.” 


* 


“There are two unvarying principles which hold 
true for governing bureaucracies everywhere under 
the sun and which speak powerfully for curbing, not 
expanding, the role of the federal government in regu- 
lating the lives of its citizens. First, it is the instinct 
of every government agency to seek more power, to 
take on more employees, and to spend more money. 
Second, people as a general rule are not as careful in 
spending government money as they would be in 
spending their own.” 

¥ 


“As long as the federal budget is unbalanced, deficit 
financing through bank borrowing directly and _ arti- 
ficially inflates the money supply. This is virtually the 
same as printing extra money with nothing to back it 
up. Even if the budget is balanced by matching ex- 
travagant spending with high taxation, inflationary 
pressures continue for two reasons—the additional 
taxes add to the costs of doing business and force 
prices up, while resources that should be used for 
private investment and private consumption are with- 
drawn to meet government demands.” 


Ss 


“A free society cannot operate unless leaders tell 
the truth to the led, and when they cease to be honest 
with each other as well, the fabric of organized so- 
ciety tends to dissolve . . . Among politicians there 
are three means of deceit: promises, charges of crime, 
and the substitution of pleasing diversions for truth. 
Failure to keep a campaign promise is not a serious 
wrong where it is due to the difference between ca- 
pacity and hopes. But to assure a result in the knowl- 
edge that it is unattainable is a fraud. An example is 
to promise in the same breath a balanced budget, lower 
taxes, full employment, and armed forces strong enough 
to dismay our enemies.” 
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Which Pioneer service do you need 
to complement your own staff? 





















DESIGN AND CONSULTING ENGINEERING SERVICES 


‘ioneer specializes in designing power plants and offers design service for fossil 

{:el, hydro and atomic plants. It will also assist in forecasting load growth, in 
te selection, in purchasing and expediting of equipment and construction 
anagement. Pioneer’s other services include substation, transmission and 
istribution studies and design. 


‘ERVICES IN REGULATORY MATTERS 


oneer offers its services in all phases of Federal, State and local utility regula- 
on, including natural gas and electric rate matters, certificate proceedings, 
sensed project accounting requirements, depreciation studies for rate case 
nd income tax purposes, cost allocations and special studies. 





>ORPORATE SERVICES 


‘ioneer offers its services as business and management consultants; stock transfer 
nd dividend disbursing agents; financial, accounting and tax consultants. 


Write for Booklet ‘“‘PrioNEERING NEW HORIZONS IN POWER”? 


Serving Electric Utilities and 
Industrial Power Users Since 1902 


Pioneer Service & Engineering Co. 













TURBINE CAPACITY... 
over 4.5 million kilowatts 


TO MEET THE NATION'S 
GROWING POWER DEMANDS, 
12 UNIVERSAL PRESSURE 
STEAM GENERATORS HAVE 
ALREADY BEEN ORDERED 
FROM BABCOCK & WILCOX 


The B&W Universal Pressure® Steam Generator is a Major Advance in 
Electric Power Generation with Conventional Fuels 


THE BABCOCK & WILCOX COMPANY 
BOILER DIVISION 
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Philo Plant, Ohio Power Co. on the American Electric 
Power System 
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iversal Pressure Boiler in Operation March, 1957 


aed Plant, Indiana & Michigan Electric Co. 
the American Electric Power System 


iversal Pressure Boiler in Operation July, 1960 
arles P. Crane Station, Baltimore Gas and 
ctric Co. 

iiversal Pressure Boiler under construction 

ilip Sporn Plant, Ohio Power Co., on the 
1erican Electric Power System 

jiversal Pressure Boiler nearing completion 
intington Beach Plant, Southern California 
ison Company 

Jniversal Pressure Boilers under construction 


additional units are in early stages 
of fabrication for other utilities. 



































Twofold Benefits From The 


Analysts Journa! 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better,able to 
present your company in its most favorable light if 5 ‘you 
know the trend.of financial thinking as expressed i in the 
official publication: of ,the Security Analysts. " 








2, its advertising pages provide a means of putting your story 
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Jan. 8-12—National Retail Merchants As- 
sociation will hold convention, New 
York, N. Y. 


Jan. 8-12—Symposium. on Thermoelectric 
Energy Conversion will be held, Dallas, 
Tex. 


Jan. 9-11—Reliability and Quality Control 
Conference, sponsored by AIEE, IRE, and 
ASQC, will be held, Philadelphia, Pa. 


Jan. 9-13—Pennsylvania Gas Association 
will hold gas industry exhibit at state 
farm show, Harrisburg, Pa. 


Jan, 12-14—Edison Electric Institute will 
hold annual women’s conference, Chicago, 
Ht. 


Jan. 13—Southern Gas Association, Re- 
search and Development and Employee 
Relations committees, will hold meeting, 
El Paso, Tex. 


Jan. 16-17—Edison Electric Institute, Sales 
Division, Residential Wiring Promotion 
Committee, will hold meeting, Washing- 
ton, D. C. 


Jan. 17—New England Gas Association, 
Operating Division, will hold meeting, 
Boston, Mass. 


Jan. 17-19—Instrument Society of America 
will hold winter instrument-automation 
conference and exhibit, St. Louis, Mo. 


Jan. 19-20—Edison Electric Institute, In- 
dustrial Relations Committee, will hold 
meeting, St. Louis, Mo. 


Jan. 20—Southern Gas Association, Acci- 
dent Prevention Committee, will hold 
meeting, Mobile, Ala. 


Jan. 21-22—Annual Retail Advertising Con- 
ference will be held, Chicago, Ill. 


Jan, 23-24—Industrial Heating Equipment 
Association, Inc., will hold meeting, Dear- 
born, Mich. 


Jan. 23-26—Canadian Electrical Association, 
Eastern Zone, will hold meeting of all 
sections, Halifax, Nova Scotia, Canada. 


Jan. 23-27—Doble Engineering Conference 
will be held, Boston, Mass. 


CHECK THESE DATES: 





Jan. 25-26—Southeastern Electric Exchange, 
Legal and Claims Committee, will hold 
meeting, Miami Beach, Fla. 


Jan. 26-27—Pennsylvania Electric Associa: 
tion, Structures and Hydraulics Committee, 
will hold meeting, Philadelphia, Pa. 


Jan. 26-28—Georgia Radio and Television 
Institute will be held, Athens, Ga. 


Jan. 27—Pennsylvania Gas Association will 
hold midwinter sales conference, Phila- 
delphia, Pa. 


Jan. 27-29—Women's Advertising Clubs 
will hold eastern intercity conference, 
Philadelphia, Pa. 


Jan. 29-Feb. 2—Natienal Association of 
Home Builders will hold annual conven- 
tion and exposition, Chicago, Ill. 


Jan. 29-Feb. 3—American Institute of 
Electrical Engineers will hold winter 
general meeting, New York, N. Y. 


Feb. 1—Advertising Federation of America 
will hold annual midwinter conference 
and congressional reception, Washington, 
Bb: C; 


Feb. 1-2—Edison Electric Institute, Sales 
Division, Commercial Cooking and Water 
Heating Committee, will hold meeting, 
Atlanta, Ga. 


Feb. 1-3—American Water Works Associa- 
tion, Indiana Section, will hold annual 
meeting, Indianapolis, Ind. 


Feb. 1-3—Military Electronics Convention 
will be held, Los Angeles, Cal. 


Feb, 2-3—American Gas Association-Edison 
Electric Institute, Accounting Conference, 
will hold final working meeting, Louisville, 
Ky. 


Feb. 5-7—National Association of Purchas- 
ing Agents, Public Utility Buyers Group, 
will hold meeting, Detroit, Mich. 


Feb. 5-11—National Electrical Week will 
be held. 
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Who Controls 
Public Utility Expenditures? 


With stricter regulatory supervision of utility operations looming 
against a prospect of increasing economic pressure in the months 
ahead, the problem of utility management in maintaining closer di- 
rect controls of day-to-day expenditures has become both obvious 
and acute. In an effort to find out what the utilities are doing about 
this at various executive levels, this editorial survey was made. The re- 
sults clearly indicate that management already has moved decisively 
to meet this challenge, especially in the area of plant construction, 
material and equipment procurement, and continues to move in that 
direction. 


By FRANCIS X. WELCH 


OR years, the accent in general cor- 
porate managerial circles has been 
on the importance of delegation of 
authority. Executives and top officials, 
we have been told, cannot give top per- 
overloaded. In an era of increasing vol- 
ume of detail and complexity of opera- 





*Editor, Pustic Utiities FortNIGHTLY. 





tion, few would quarrel with the validity 
of such a self-evident general principle. 

But the blunt question intrudes at this 
point, whether the increasingly important 
necessity of keeping down costs, and 
keeping up expansion, while insuring 
maximum responsibility for decisions 
which may be economically critical for 
the continued well-being of the enterprise, 
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does not tend to keep the real authority 
more closely confined to the executive 
desk far more than ever before. 
Whatever may be the trends and prac- 
tices in unregulated corporations, there is 
a very definite obligation to maintain 
fairly strict executive control in the case 
of regulated public utility enterprises. For 
years courts and commissions have ap- 
peared to talk one way and rule the other 
about this. In literally hundreds of cases 
the authorities have repeated substantial- 
ly the same old language about the sanc- 
tity of managerial discretion and the 
prohibition against government agencies 
trying to substitute their judgment for 
that of management in the area of strictly 
business decisions. Yet all the while the 
regulatory pressure increases on manage- 
ment to justify rate increases based on 
rising operating expenses. The burden of 
proof in such situations is always on the 
utility company seeking the increase. 


, | ‘uIs is not to suggest that any regula- 
tory commission would presume to 


second guess management on such an es- 
sentially business function as decisions on 
expenditures for equipment, supplies, con- 
struction, or services. Yet, with the long 
shadow of inflation growing taller on the 
horizon, utility management knows that 
there will sooner or later be a rate case 
or a number of rate cases in its future. 
We have already seen instances of regula- 
tory authority using “twenty-twenty 
hindsight” on such matters as the ratio 
of bonds to stock financing, whether to 
use accelerated depreciation or straight- 
line deduction for tax purposes, expendi- 
tures for alleged political advertising, and 
the use of tax accruals for working 
capital. 
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The Invisible Button 


s these lines are written, our new 
President-elect, John F. Kennedy, 
ponders the grave responsibility that will 
be his next month; and he has certainly 
had occasion to think many times of 
that old slang saying about ultimate de- 
cision: “The buck stops here.” Utility 
company management, acting within its 
own sphere of industrial activity, has a 
rather unique form of responsibility. It 
must make, first of all, decisions as to 
construction and other expenditures 
which can be justified if called into ques- 
tion by the regulatory authorities. At the 
same time, management must exercise 
these controls in such a way as to satisfy 
the real owners of the business—the 
shareholders. 

There need not be any essential conflict 
here. Yet it is in a sense a double re 
sponsibility as compared with the man- 
agement of unregulated competitive en- 
terprise which is answerable solely to the 
investors for the wisdom of the decisions 
made. It is as though there were an in- 
visible button on the desk of the regula- 
tory authority which could be pushed at 
any time, flashing a warning that certain 
matters might be subjected to critical 
examination and justification. 

The extent of this double responsibility 
which is peculiar to our regulated utility 
enterprise in the United States is not 
generally understood, even among in- 
vestors and other business interests right 
in this country. But there is clear evidence 
the utility management understands it 
and has already made provision for ful- 
filling the exacting standards imposed 
by this arrangement. 

The difficulty about the invisible button 
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of regulatory control lies in the fact that 
it is invisible. It may never be used. It 
may never signal. But this does not mean 
that it is imaginary or can be dismissed 
or forgotten entirely. 


6 dens regulatory authority, as such, has 

no direct responsibility in utility 
management as do the investor-owners. 
When utility management has made a 
decision, it is to all intents and purposes 
a final one. Even in the area of rate fix- 
ing, the usual practice is for the utility 
management to set up its own rates or 
change them, if necessary, by filing tariffs 
with the regulatory authority. It is only 
after this is done that the regulatory 
authority, in its role of umpire, decides 
whether—on its own initiative or some- 
one else’s—it should intervene to veto or 
amend the proposed rate changes. 

And what is said here about rate cases 
is equally applicable. to other important 
matters on which utility management 
must decide, in the first instance, but 
which fall within the overall range of the 
regulatory jurisdiction. For example, 
there are questions of financing involving 
new security issues, the buying and selling 
of property and property interests, or of 
new construction involving certificate ap- 
plications. Even in the area of budgetary 
expenditures, the regulatory authorities 
in many states now require the advance 
submission of budgets and the invisible 
button is thereby created which may never 
signal but must always be taken into ac- 
count. 

And there is, over and above all, 
that constant stream of company reports, 
classified accounting, continuous inven- 
tory, maintenance, and other never-end- 
ing lines of paper controls which truly 


result in utility management living, as it 
is often said, in a goldfish bowl. 

Thus the utility company management, 
in contrast with other business manage- 
ment, must function with the foreknowl- 
edge that while “the buck stops here” at 
their own desks—as far as the fame or 
blame for the initial decision is concerned 
—the invisible wires continue onward and 
upward to the invisible button on the desk 
of someone who may never press it. 
Someone who has no direct concern in 
the formulation or results of such de- 
cision at the managerial level. 


Others Concerned with the Decisions 


|. ow from the unique situation created 

by regulatory control, there are 
others with a stake in how utility man- 
agement determines its business course. 
There are the customers, of course. The 
regulators are supposed to look out for 
them and do so as a general rule. There 
are the investors who are supposed to 
look out for themselves and do so at 
stockholder meetings and through boards 
of directors and other corporate controls. 
There are the employees whose interests, 
aside from labor union representation, 
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are largely left with the discretion of 
management. 

In addition, there are those who do 
business with the utility companies. Man- 
ufacturers and others who sell equipment 
and provide services, running into mil- 
lions of dollars, have the continuing need 
to present utility companies with informa- 
tion aiding management to carry out its 
responsibilities for expansion of service, 
more efficient operation, reduction of 
costs, etc. 


What network of managerial controls 
has been established by utility companies 
to meet these responsibilities? What ar- 
rangements have been made to assure 
that they obtain all the information they 
need from these suppliers of equipment 
and services? Then, who actually ap- 
proves the purchases for the company? 
Also, who initiates suggestions for pur- 
chases? 


A Survey Idea Is Born 


ie was to find answers to these questions 
that the editorial staff of PuBLic 
UTILITIES FoRTNIGHTLY decided that the 
time was ripe for a direct survey of how 
utility company officials at various ex- 
ecutive levels handle such matters. Do 
they really delegate purchasing authority 
as much as is widely supposed? Or do 
they still keep the power of decision close- 
ly in hand? 

A simplified questionnaire, which could 
be answered in a few moments, but which 
would quickly go to the heart of the prob- 
lem, was devised and sent last month to 
1,400 utility company officers in electric, 
gas, and telephone companies throughout 
the United States who are also subscrib- 
ers to Pustic UTILITIES FORTNIGHTLY. 
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All levels of real management authority 
were included—chairmen, presidents, vice 
presidents, financial officers. Also in- 
cluded was a question on the outlook for 
new construction, equipment, and main- 
tenance expenditures in 1961. This is an 
issue of increasing importance to the 
economy as a whole, in view of the grow- 
ing areas of recession in other lines of 
business outside of public utility opera- 
tion. 

Here is the text of the question in the 
survey: 


Do you estimate that your company’s 
construction, operation, and main- 
tenance expenditures for 1961 will be: 


More than in 1960? [_] 

The same as 1960? [ ] 

Less than in 1960? [] 

Within your area of responsibility, 
do you usually: 

Approve, prior to purchase, expendi- 
tures over $500? Yes [_] No[_] 

Initiate suggestions for particular 
purchases ? Yes[_] No[_] 

Have direct contact with suppliers’ 
representatives? Yes [-] No[_] 


_ response to this inquiry was im- 
mediate and most unusual. On the 
first day that any reply could have been re- 
ceived, there was an 18 per cent response. 
Within a week from mailing the inquiry, 
this response increased to 42 per cent— 
an unusually high return, judged by any 
previous standard of experience. This re- 
flects a high degree of interest in a sub- 
ject of great importance and a sincere 
desire of utility management to co-op- 
erate in providing an adequate number of 
replies for reliable findings. The propor- 
tion of returns might well have been 

















Procurement Activity of 


Public Utility Officers 


08" out of ten have something to do 
with purchasing, and of those we have the 

following breakdown: 

"Nine out of ten approved expenditures, 
prior to purchase. 

"Seven out of ten suggested particular 
purchases. 

"About one-half had contact with the sup- 
plier's representative." 


considerably higher, except that some 
companies felt a single reply from one 
source was sufficient, where more than 
one of their officers received the same 
questionnaire. 


Expenditure Levels in 1961 


i paieneaae to what we are hearing in 
some other industrial fields, it is clear 
from this survey that most utility com- 
pany officers replying expect that there 
will be more—not less—expenditures for 
construction, operation, and maintenance 
in 1961. The returns show that three 
times (61 per cent) as many company of- 
ficers expect more expenditures for con- 
struction, operation, and maintenance in 
1961 as expect the approximate level of 
1960 to be continued (20 per cent), and 
a slightly smaller proportion (19 per 
cent) expect that there will be less, 
Here is the breakdown of replies to 
this question with relation to the various 
levels of company chairmen, presidents, 
vice presidents, and financial officers 
(treasurers, secretaries, controllers, etc.) : 
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EXPENDITURES FOR 1961 


More Same Less 
Title Than 1960 As 1960 Than 1960 
26 Chairmen .. 19 2 5 
109 Presidents . 65 26 18 
238 Vice 
Presidents . 141 48 49 
124 Financial 
Officers ... 79 22 23 
497 304 98 95 
Per Cent of 
Total: 61% 20% 19% 


There was some interesting commen- 
tary volunteered about these anticipated 
expenditures in 1961. Several pointed out 
that there would be less new construction 
but more expenditures for operation and 
maintenance. On the other hand, some 
said construction and operation would be 
going up while maintenance would be 
about the same. A telephone company 
executive said that expenditures would 
be about the same “per station” (that is, 
per telephone) but that there would be 
more stations in operation in 1961 than 
in 1960. Some reported that recent com- 
pletion of large construction programs 
would result in a leveling off in 1961 
comparatively but that the long-range 
prospect was still upward. 
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Who Makes Buying Decisions, 
Suggestions, Contacts? 


H™ are the real bread-and-butter 

questions as far as management 
people are concerned. From this we can 
discern just how far down the line and 
how far up the line the various degrees 
of procurement responsibility for com- 
pany expenditures extend. The impres- 
sion is compelling that the company man- 
agement lines of responsibility in this 
area are tight—very tight! Equally strik- 
ing is the high degree of decision-making 
responsibility extending clear up to the 
level of president and chairman of the 
board. The activity of chairmen of the 
board in this area was most surprising 
to this writer. 

Here is the breakdown on the three 
degrees of control over expenditures for 
equipment and supplies in excess of $500, 
as asked in the question: 


Contact 
’ Approve Suggest With 
Official Level Purchases Purchases Suppliers 
Chairmen 46% 38% 
Presidents 56 41 
Vice Presidents . 79 61 42 
Financial 


Officers 60 35 
Per Cent .... 73% 59% 40% 


XN this point it may be of interest to 

make an analysis within the percent- 
age of replies for each category in order 
to segregate the relative degree of re- 
sponsibility. From the returns, it was 
possible to segregate three classes or de- 
grees, so to speak, of activity in the pur- 
chasing area. 

In the first class or group there were 
29.8 per cent of the respondents who in- 
dicated that they approved expenditures, 
suggested purchases, and also had contact 
with the supplier’s representative (all 
three steps). 
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Then there were 51.4 per cent of the 
respondents who indicated that they per- 
formed some, but not all, of the fore- 
going functions (one or two steps). 

This left 18.8 per cent of the respond- 
ents who indicated that they performed 
none of the foregoing functions (no steps 
at all). It might be explained that this 
group contained officers with specialized 
responsibility such as general counsel, ac- 
counting, etc. 

Now if we combine the first two of the 
foregoing groups, we get a combination 
figure of 81.2 per cent of the respondents 
who indicated that they performed some 
or all of the purchasing functions. The 
following analysis reveals this break- 
down: 


Nine out of ten approved expendi- 
tures, prior to purchase. 

Seven out of ten suggested particu- 
lar purchases. 

About one-half had contact with the 
supplier’s representative. 


We can learn several things from the 
high percentage of participation in all 
three steps of procurement responsibility 
—(1) decision; (2) suggestion; (3) con- 
tact—at all four levels of company man- 
agement making these returns. 


pase for example, there must be 
a high degree of teamwork between 
the different levels on approving the 
same procurement proposal. Why? Be- 
cause these replies from the different 
levels were not mutually exclusive. And 
since the affirmative replies add up to 
considerably more than 100 per cent for 
each step, it is evident that there is con- 
siderable duplication. In other words, the 











same procurement proposal may require, 
in many instances, the approval of three 
or even more officers (3.3 percentage- 
wise), and be subject to the suggestion 
of as many as three officers (2.8 percent- 
agewise) at the different levels. Only in 
the third category—‘contact”—is there 
a little tapering off (1.9 percentagewise). 


. kw practice clearly reflects much con- 
ference work. We know, of course, 
from a casual inspection of various public 
utility company procurement forms that 
spaces are provided for multiple signa- 
tures of approval. But our foregoing table 
of the other steps taken beyond final ap- 
proval suggests that these company ex- 
penditures are not put through on a per- 
functory “round-robin” or initialing 
basis, where the only actual communica- 
tion or contact on a specific proposal is 
the office assistant, moving pieces of 
paper between the desks of various busy 
officials. We get instead a picture of of- 
ficials talking these things out among 
themselves and signing their names only 
after they have listened to reasons why 
other officials have signed their names, 
or recommended such proposals. 
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COMPARISON BETWEEN PARTICIPATION IN PURCHASING 
BY UTILITY TOP MANAGEMENT AS COMPARED 


_ supervision is not surprising 
in any industry where a wrong guess 
or glaring error, due to haste or misin- 
formation, might cast even a tiny reflec- 
tion on the official whose name appears 
on a procurement order document. But in 
the regulated utility industry, the extent 
of such controls is further evidence of the 
ever-present influence of the “invisible 
button.” These officers know from ex- 
perience that the day may come at any 
time when an expenditure may have to 
stand the test of affirmative justification 
under the “burden of proof” imposed by 
law. 

The comparison with corresponding 
practices in unregulated manufacturing 
industries quickly shows this to be true, 
if further proof were needed. (See table 
below. ) 

Conclusions 

| aos going any further into an 

analysis of the statistics resulting 
from our questionnaire survey, we can 
certainly reach some general conclusions 
about who makes the decisions with 
respect to expenditures for public utility 
companies. These conclusions should be 
of value not only to company manage- 






WITH MANUFACTURING CORPORATIONS 


Title Utility Manufacturing* 

Approve Purchases 52% 6% 

Chairmen of the Board Contact with Suppliers 38% 2% 
Approve Purchases 66% 63% 

Presidents Contact with Suppliers 41% 28% 
} Approve Purchases 79% 27% 
Vice Presidents Contact with Suppliers 42% 18% 
; ; Approve Purchases 73% 22% 
Financial Officers Contact with Suppliers 35% 21% 





*Based on a special report of the U. S. business market, reprinted from 
Management Methods (1960), Management Magazine, Inc. 
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ment for purposes of comparison, but 
also to regulatory authorities. Company 
management can benefit from such com- 
parisons by checking the extent of de 
cision making among their own company 
officers as against other public utility 
company practices generally. 

More important, perhaps, will be the 
incentive to see that these company off- 
cials are given all of the assistance they 
need in making these decisions promptly 
and intelligently, with the least amount 
of unnecessary burden on the time and 
attention of such officers. This can be 
done by insuring that company officials 
who must make these decisions have ac- 
cess to all the information and contacts, 
both direct and indirect, which they re 
quire. 

It may be that a check-up will reveal 
the presence of certain layers of insulat- 
ing or diverting practices which are 
channeling much-needed information to 
areas where it is not fully utilized. De 
cisions for expenditures made, on the 
basis of incomplete facts, or some people 
talking to other people who do not really 
have actual responsibility, can be waste- 
ful and expensive under some circum- 
stances. 


HE regulatory authority, of course, 
can benefit from a knowledge that 


public utility company management al- 
ready has realized—far more than is gen- 
erally supposed—that officers do widely 
exercise direct control over expenditures. 
The picture we have seen of multiple tiers 
of officials going through the various 
steps of supervision over company ex- 
penditures points this fact up quite clearly. 
Our picture shows that public utility 
management has not only taken the steps 
needed to control and justify expendi- 
tures, closely, for purposes of justifica- 
tion and proof in regulatory proceedings 
where necessary, but also that the pattern 
shown is a trend, and that it is moving 
further in the direction of tighter con- 
trols, all up and down the line. 


HE comparison with unregulated, 

competitive industry, where a sharply 
reduced percentage of activity by com- 
pany officials in the area of decisions over 
expenditures exists, is especially striking 
on this score. In short, the public utility 
companies are running what the old Navy 
hands call a “taut ship.” There are few 
slack lines or gaps in supervision between 
the time expenditures are considered up 
to the point at which contracts are finally 
approved for completion. The survey 
bears testimony to the utility industry’s 
conscientious regard for its public serv- 
ice obligation in this respect. 





M ¥ you are always altering your house, it is a sign either that you 

have a bad house, or that you have an excessively restless dis- 
position—there is something wrong somewhere. Just so a nation 
which is forever having great eras, changing fundamental laws, 
founding new constitutions, is either very unfortunate in its old 
policy, or very fickle in its disposition—perhaps it may be both." 
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—WALTER BAGEHOT, 


English economist. 
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Key to Utility 
Money Cost 
Savings 


By WILLARD F. STANLEY* 


Financial programs of utilities might profitably be submitted to security an- 

alysts before their adoption to obtain an opinion of their soundness. Given 

sufficient details, analysts could assay them without too much time and effort . 

and make predictions as to the impact on per share earnings, Guidance in 

the matter of "timing," too, by security experts, can often steer utilities away 
from costly shoals of capital raising error. 


TILITY plant accounts rank high in 

relation to gross dollars of rev- 

enue. This means that the cost of 
money to produce the new plant is neces- 
sarily an important item to utilities, far 
more so than with most industrial con- 
cerns, whose investment turnover is many 
times that of the utility industry. 

This being the case, it behooves utili- 
ties to raise the funds needed for their 
expansion at the lowest overall cost con- 
sistent with maintaining a reasonably con- 
servative capital structure. Money cost 
savings of utilities are necessarily limited 
to new financing for additional facilities, 
since it is not feasible to reduce the cost 


*Presiderit,, Corporate Services, Inc. Brooklyn, 
New York. .For additional personal note, see “Pages 
with the Editors.” 


of existing capitalization. Common stock 
being historically and logically the ele- 
ment of capitalization carrying the high- 
est cost, since it carries the greatest risk, 
together with the opportunity for profit, 
savings in money cost through switching 
capitalization may most commonly be 
accomplished through the sale of 
funded debt or other senior securi- 
ties in place of common stock. Such 
a program would be impracticable as to 
existing capitalization: first, because it 
would be generally considered as contrary 
to sound financial policy, even if legal 
obstacles to refunding debt with com- 
mon stock could be overcome; and, sec- 
ond, because federal and state regulatory 
bodies, to which most utilities are subject, 
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would no doubt look askance at such a 
financial program and probably refuse 
their necessary consent to the financing. 


depen already having substantial 
common stock ratios, equal to or 
over the average for the utility industry, 
may well desire to effect savings in the 
cost of financing new additions to their 
properties by issuing senior securities in 
lieu of all or a part of the common stock 
which would be required to maintain the 
existing common stock equity ratio. At 
all times within the financial history of 
the present century it is believed that 
electric utilities could finance at lesser 
cost with funded debt or preferred stock 
than with common stock, although the 
differential has varied widely over the 
years. The deduction of interest on 
funded debt for income tax purposes has 
reduced the net cost of this form of 
money substantially, particularly in recent 
years when the income tax rate has risen 
to a high plateau. 


N these periods of high corporate tax 
rates, the change in interest costs has 
made less difference in the overall cost of 
new money to utilities. On the other hand, 
the cost of common stock money, not 
being deductible for tax purposes, has 
usually been a substantial part of overall 
financing costs, varying from something 
below 6 per cent to as high as 12 per cent 
(before considering the expenses of sale). 
Sales expenses, too, have varied material- 
ly in different periods. Naturally, the sav- 
ing in money costs from switching com- 
mon stock to senior securities will be 
greatest in those periods when common 
stock funds demand a high rate. 
If net after tax cost of funded debt 
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was only 2 per cent while common stock 
cost 10 per cent, an 8 per cent differen- 
tial would prevail. At present, with the 
cost of common stock around the unusual- 
ly low rate of 6 per cent (before selling 
expense) the saving is limited, but is still 
considerable when compared with exist- 
ing unsecured debenture costs of a max- 
imum of 5 per cent for well-situated com- 
panies. After allowance for the 52 per 
cent tax deductions, this represents a net 
cost of only 2.4 per cent, and indicates 
a saving of 3.6 per cent as against com- 
mon stock, before selling expense. After 
deducting selling expense from both items, 
this differential may well rise to as high 
as 4 per cent for an average-size utility. 


A Hypothetical Financial Program 


es us assume a utility with $400 mil- 
lion assets, expanding at the rate of 
8 per cent annually, which would call for 
a financing program raising about $20 
million, of which 60 per cent, or $12 mil- 
lion, would be furnished by bonds, and 
the balance in common stock and other 
securities. Assuming the common stock 
equity ratio is 35 per cent (not far from 
the utility average) and that earnings are 
12 per cent thereon, with dividend pay- 
out a little over 70 per cent, it is indi- 
cated that about $2 million of common 
stock would need to be sold to maintain 
the 35 per cent ratio of capitalization 
after giving effect to the new financing. 

If this $2 million were raised by sale 
of unsecured debentures instead of com- 
mon stock, and this program were con- 
tinued for a three-year period (assuming 
expansion and other data regarding the 
company continued unchanged during this 
period), an annual saving of about $80,- 
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000 would be effected as to each year’s 
financing, which would accumulate to 
a total saving of $240,000 at the end 
of three years. Common stock equity 
ratio would thereby be reduced from 35 
per cent to about 33.5 per cent, a 4 per 
cent decrease, and at the end of the three- 
year period an increase in earnings (and, 
consequently, in assumed market value of 
the stock) of about 1.25 per cent would 
be indicated. But the assumed increase in 
market price, to the extent of the increase 
in per share earnings, is based on the all- 
important assumption that the price-earn- 
ings ratio has not been adversely dis- 
turbed by the lowering of the common 
stock equity ratio. 


ee thousand dollars is a sizable 

annual saving and over the life of the 
debentures (which might be put at a 
weighted average of twelve years) this 
saving would mount to an aggregate of 
nearly $1 million, after taxes. Such a 
saving is certainly well worth while, but 
on one condition only; that in making the 
saving the company does not reduce its 
price-earnings ratio to a point where the 
market price becomes lower after the 
financing program has been accomplished 
during the three-year period. A very 
small decrease in the price-earnings ratio, 
say from 16 to 15.8 (or 1.25 per cent), 
would offset the anticipated market gain 
resulting from the three-year savings in 
per share earnings on the common stock. 


Impact on Price-earnings Ratio 


S the big question becomes: “What ef- 

fect would such financing plan have 
on the price-earnings ratio under these 
circumstances? Will this ratio be adverse- 
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ly affected in making the savings, and, if 
so, how much?” 

Most utility managements have staffs 
sufficiently experienced in financial mat- 
ters to warrant a prediction as to the 
probable impact on price-earnings ratio of 
such a financial program, but their judg- 
ment in this respect is necessarily much 
inferior to that of the utility security 
analysts. 

This is not only because the analysts 
have had wider experience—dealing, as 
they do, with many companies instead of 
only one—but, most important of all, be- 
cause security analysts are in the unique 
position of being able, to a substantial 
degree, to make their opinions come true, 
in the market. In this respect they differ 
from predictors of all other sorts. The 
weather prophet, for instance, can do 
nothing to make his judgments valid. Nor 
can the doctor, for example, do anything 
to make the disease of the patient, as it 
finally develops, agree with his diagnosis. 


Why Security Analysts’ Opinions Count 


ay situation of the security analysts 
is markedly different. Their opinions 
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are expressed to the sales departments of 
the investment firms with which they are 
associated. Customarily, the salesmen will 
follow the analysts’ recommendations as 
to what stocks their customers should buy 
and sell, and the customers, in turn, usual- 
ly follow the salesmen’s advice. Thus the 
market for the stock is affected by the 
additional demand for, or supply of, 
stock, so created by the views of the 
analysts. Accordingly, where the analyst 
believes the price-earnings ratio of a stock 
is too high, he may recommend a sale, 
upon which there is a reasonable prob- 
ability that the market will decline, and 
where his opinion is to the contrary and 
he recommends purchase. of a stock, it 
may be expected to advance. 

True, the opinion of a single analyst 
will not usually be sufficient to change 
the course of the market in a given stock, 
but if security analysts affiliated with the 
majority of a considerable number of in- 
vestment firms interested in the stock, 
reach a common opinion as to the effect 
of the proposed financial program of the 
company submitted to them, in all prob- 
ability the result will affect the market 
value of the stock, pro or con. 


Utilities Might Try This 


Osea these circumstances, it would 

seem that utility managements would 
be wise, after projecting any program of 
financing for their property additions, in- 
volving savings through switching com- 
mon stock to senior securities, to submit 
such program, with the impact thereof 
upon capital structure, earnings and div- 
idends worked out in detail, to the invest- 
ment firms which are the leading under- 
writers of the company’s securities and 
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the leading traders in its common stock, 
asking these firms to obtain the opinion 
of their security analysts as to what, if 
any, impact the proposed financial pro- 
gram is likely to have on the price-earn- 
ings ratio of the common stock of the 
company. 

The program would be so submitted 
on the understanding that it would be 
treated by the investment firms and their 
analysts in the strictest confidence, with 
every reasonable assurance that these 
firms, which are responsible to their cus- 
tomers for the securities of the company 
they have underwritten and distributed 
to them, would see to it that the infor- 
mation would be available only to those 
deemed both necessary to be informed and 
those considered absolutely trustworthy. 


I the replies received by the company 

from the analysts of the investment 
firms so contacted were found to be gen- 
erally favorable to the financing plan, and 
the opinion of the majority was that 
adoption of the proposed financial pro- 
gram would not affect the common stock 
price-earnings ratio to an extent sufficient 
to substantially offset the gains in market 
value to be anticipated from the increased 
earnings to be derived from the savings 
made under such program, then the man- 
agement could proceed to carry out the 
program with reasonable assurance—cer- 
tainly with much greater confidence than 
if it had to depend entirely on the opin- 
ions of its own staff. 

On the other hand, if the opinion of 
a majority of the analysts tendering their 
views should indicate that they felt a re- 
duction in price-earnings ratio might 
ensue fromthe proposed financial program 
to an extent likely to offset more than the 
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market gain from the savings, then the 
management could revise the financing 
plans accordingly or, at least, seriously 
consider doing so. Management might 
wish to adjust the financial program even 
if only a strong minority of analysts 
replying to the inquiry should express an 
unfavorable opinion. 


|S seen managements could obtain the 
view of the analysts by similar pro- 
cedures in cases where the situation was 
reversed; 1.¢., where the company pro- 
posed to finance additions by increasing 
the normal amount of common stock to 
be sold, thus building up the common 
stock equity ratio. This would usually 
have the effect of reducing per share earn- 
ings by reason of the higher overall cost 
of the new money raised. 

In this event, the management would 
wish to be reasonably sure that the gain 
in market value from enhancement of the 
price-earnings ratio due to the strength- 
ening of the capital structure by the sale 
of additional stock, would not be more 
than offset by loss of market value due 
to lower earnings resulting from the 
higher cost of the additional common 
stock which the program entailed, as com- 
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pared with the cost of funded debt secu- 
rities which would normally have been 
issued. The judgment of the analysts 
should be equally valuable to utility man- 
agements under these circumstances, for 
the analysts have the same advantage out- 
lined above as to the ability to make their 
opinions come true. 





How It Adds Up 


Re“ the foregoing it will be observed 

that in the case of savings in overall 
money costs, such savings can, even un- 
der today’s relatively limited differential 
between funded debt and common stock 
equity money costs, reach substantial dol- 
lar amounts (nearly $100,000 a year for 
a fairly small utility), and, cumulatively, 
over the years during which the savings 
would continue they could rise into seven 
figures in dollars for an average-size 
company. Nevertheless, the above demon- 
strates, also, that these savings, though 
substantial in dollars, are minor when 
translated into per share earnings in- 
crease, amounting, in the example used, 
to only a little over one per cent for three 
years’ cumulative savings. 

Therefore, an equally slight decrease in 
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the price-earnings ratio will completely 
offset the savings and, presumably, leave 
the stockholders where they were before 
the financing, in terms of market value 
for their stock. Any further reduction in 
price-earnings ratio is likely to result in 
a net decline in market value because 
of the transaction. 


HIS is why the determination of 

whether price-earnings ratio is likely 
to be adversely affected by the change in 
common stock to debentures, or vice 
versa, from which (1) the savings or (2) 
increased common stock equity ratio, as 
the case may be, results, becomes so im- 
portant. Supported by majority opinion 
of the security analysts affiliated with the 
investment firms principally interested in 
the company, to bolster and confirm the 
management’s own judgment, the man- 
agement may proceed with far more as- 
surance that it is doing the right thing, 
than if it had to rely on management 
opinion alone. 


We say “confirm” above with respect 
to the management’s original opinion in 
formulating the proposed financial pro- 
gram, for it is presumed that the matter 
would not even be submitted to the an- 
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alysts for their consideration unless the 
management was itself of the opinion that 
there would be an overall benefit to the 
stockholders from the financing program 
proposed. 

Obtaining the views of the analysts, as 
above suggested, should, accordingly, go 
far in eliminating the possibility of mis- 
take in connection with a proposed financ- 
ing plan designed either to increase per 
share earnings by reducing money costs, 
or, conversely, to build up common stock 
equity ratio by sale of additional equity 
securities, thereby reducing per share 
earnings. 


Analysts Can Help with Timing, Too 


b ieems is another field in which the 
opinions of the analysts affiliated with 
the interested investment firms could be 
of assistance to utility management and 
that is in relation to the timing of the 
various types of financing. When funded 
debt costs are high, it is sometimes de- 
sirable to defer such financing by making 
bank loans, awaiting more favorable in- 
terest rates. When common stock money 
costs are extremely high it may be bene- 
ficial in some cases to sell debentures or 
preferred stock temporarily in lieu there- 
of until such time as the market improves, 
when the capitalization can be restored to 
its normal proportions through the sale 
of additional common stock. In all of 
these cases, and many more which there is 
not space to describe above, the views of 
the analysts on the timing of the various 
types of security issues should be an im- 
portant aid to utility management in 
reaching its conclusions as to the best 
course to follow. 
It should be noted, however, that in 
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obtaining the judgment of the analysts 
in such matters the benefit is solely from 
the greater experience and more expert 
knowledge which the analysts may have 
as compared with company management. 
In such cases, the analysts do not have 
the all-important advantage of being able 
to make their views come true. While the 
analysts of investment firms interested in 
a company’s equity are often in a posi- 
tion to affect the market value of the stock 
of that company, the judgment of the 
analysts involved in the case of any par- 
ticular company would not extend to a 
sufficiently wide area to affect the future 
trend of the market for utility stocks as 
a whole. 

In the case of funded debt interest, 
this is even truer, for the rates would not 
be affected by the views of these analysts 
and would necessarily follow the trend 
of supply and demand for funds of this 
character based upon the entire national 
economy. 

Nevertheless, the opinions of the an- 
alysts, as to the timing of the various 
types of security offerings, could be of 
real advantage to utility managements in 
supplementing and confirming their own 
judgments. 


Investment Companies Should Gladly 
Co-operate 

HERE would seem to be every reason 

to believe that the investment firms 
interested in the securities of a utility 
would be willing to have their analysts 
submit their opinions confidentially to the 
utility in which these firms are interested. 
This would tend toward increasing the 
market value of the securities of the util- 
ity, which securities these firms have dis- 
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tributed to their customers. Complete 
assurance could be given by the utility 
management to the investment firms and 
their analysts that the views expressed by 
the latter as to any matter where their 
opinion was solicited would be treated in 
strictest confidence, and disclosed only to 
those members of the management who 
must necessarily be informed thereof. In 
a sense, the rendering of such opinions 
by the analysts does not constitute pri- 
marily a service to the utilities, but rather 
a service by the investment houses to their 
own customers, provided by tendering to 
the utilities, whose securities the custom- 
ers own, advice which should tend to en- 
hance the value of these securities. 

Thus viewed, the co-operation of in- 
vestment houses in this matter would seem 
to lie almost “in the line of duty” with 
respect to their obligations to their own 
customers. 


B presenting the proposed financial 

programs and their impact upon per 
share earnings, capital structures, etc., in 
sufficient detail, utility managements could 
reduce the work of the analysts to pri- 
marily that of considering the data sub- 
mitted and reaching a conclusion based 
thereon, without the necessity of expend- 
ing much time and effort in the prepara- 
tion of exhaustive computations of their 
own. 

While the suggested idea may be some- 
what novel, the benefits, which might be 
derived by utilities from its successful 
functioning, seem so great as to amply 
warrant serious consideration on the part 
both of utility managements and of the 
investment firms interested in their 
securities. 
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Counter Radioactivity Measures 
and the Electric Utilities 


By RALPH V. H. WOOD* 


Considerable progress has been made in developing plans and equipping 
federal, state, and city organizations with what they would need in case of 
nuclear attack. Involved is the establishment of 150,000 stations that would 
monitor, detect, and report fall-out conditions. Absolute radiation protec- 
tion is not possible, but such a nation-wide network should be able to material- 
ly reduce casualties and aid measurably in the restoration of electric power 
and other public facilities. In the event of atomic damage, electric utilities 
would co-operate with the Department of Interior which would be responsible 
for controlling and directing the electric power industry. 


Introduction 
ust fifteen years ago, the first atomic 
device was detonated in New Mexico. 
Certainly the observers must have 
shivered wondering what might happen. 
But that anniversary, when followed so 


*Director of defense, Philadelphia Electric Com- 
pany. For additional personal note, see “Pages with 
the Editors.” 
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closely by Hiroshima and Nagasaki, is 
now almost forgotten. Thus began the 
Atomic Age, and with it a possible addi- 
tional hazard—one that none of our 
senses can recognize—radioactivity. 

In 1955, this writer had the unforget- 
table experience of serving as the project 
officer for the electric power industry 
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participation in the Operation Teapot 
atomic test at the Nevada test site. In 
less than three hours after the 30 KT 
(equivalent to 30,000 tons of TNT) 
atomic explosion, detonated from a 500- 
foot steel tower, we moved into the test 
area—within a mile from ground zero 
or the point of detonation. With radia- 
tion detection instruments we soon 
learned that it would have been safe 
enough for power line repair crews to 
have worked in that particular area, and 
at that time a full day without suffering 
any ill effects. Our project personnel was 
actually there for the entire day, making 
observations and tests. It was plenty hot 
—but the heat of the desert rather than 
that of radioactivity. 


C has since become obvious that the 

increasing. peaceful uses of atomic 
energy and the established use of nuclear 
devices in‘modern warfare have made it 
necessary that industry establish addi- 
tional safeguards for its workers not only 
in peacetime, but to insure survival in the 
event of nuclear attack. A new activity 
has been created—“radiological safety” 
or “radiological defense” (Radef). Al- 
though industrial accidents might occur, 
our paramount interest is “fall-out.” 

Fall-out may be described as fine par- 
ticles of dust and debris which are made 
radioactive by nuclear explosions. These 
particles can. damage living cells when 
they descend—perhaps hundreds of miles 
from their origin—but you can survive 
and get on with the job of winning the 
war. 


Industry’s Challenging Opportunity 
“HE events of the past few months 
have -brought. to. the surface the 
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greatly intensified effort of the Soviet 


Union and Communist China, in Latin 
America, to break down the common 
front which this hemisphere has tradi- 
tionally presented against totalitarian 
dictatorships. The ruthless leaders of 
Communism move ever closer to our 
shores, as witnessed in Castro’s Cuba. 

Instant readiness is a necessary guar- 
anty to’security and peace, and is essen- 
tial to survival and recovery. No longer 
can we mobilize and prepare after war 
starts. American industry has a vital part 
in all this—a new and exciting opportu- 
nity for service, with ever-widening re- 
sponsibilities to the community, state, and 
nation. 

Local government needs help to re- 
cuperate from disaster and to achieve 
civil defense capability. By accepting such 
responsibility, industrial employees and 
their families will directly learn how to 
protect themselves. 

The National Plan for Civil Defense 
and Defense Mobilization has established 
nonmilitary courses for action and the 
role of the federal government, the states, 
their political subdivisions, industry, and 
of individual citizens, in the event of at- 
tack. 


A Practical Approach—by the 
Electric Power Industry 
oo of its great dispersion 

throughout the United States and 
within states, the electric power industry 
has of necessity become an effective part 
of the preparation for national survival 
—the ability to get back into business 
after any disaster. 
The national plan points out that in a 
general war, with nuclear attack on the 
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United States, the severe consequences 
would include: heavy damage to electric 
power-generating plants and widespread 
disruption of transmission lines; the 
denial of access to many areas, as a result 
of radioactive fall-out, making difficult 
the task of operation, repair, and recon- 
struction; the impossibility of central di- 
rection in many areas in the postattack 
period, with the result that the effective- 
ness and self-sufficiency of operations 
would be dependent on clear predelega- 
tion of authority to field officials, and gen- 
eral understanding and acceptance of 
policies and standards. 


mame utilities are responsible in 

emergencies for providing electric 
power, within their capabilities, for essen- 
tial uses. In carrying out this responsibil- 
ity they will comply with orders and direc- 


tions of the federal, state, and local gov- 
ernments within their respective jurisdic- 
tions. 

In preattack planning the Department 
of Interior, the agency responsible in an 
emergency for direction and control of 
the electric power industry, is responsible 
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for co-ordinating with each state the 
plans of the federal and state govern- 
ments for civil defense and defense 
mobilization with respect to electric 
power; assisting each state in developing 
an organization capable of meeting the 
emergency responsibilities of the state and 
its political subdivisions with respect to 
electric power. Such preattack planning 
will be undertaken after consultation and 
in co-ordination with the applicable 
OCDM regional office. 


About Fall-out 

. peering amounts of fall-out do not 

arrive outside the blast area earlier 
than about one-half hour after the ex- 
plosion. From then on, it begins to cover 
an increasingly larger area and may 
eventually blanket thousands of square 
miles with lethal contamination. At any 
given location, however, the elapsed time 
between the arrival of fall-out and the 
cessation of deposition may be a matter 
of hours. 

Radioactive material released by an 
atomic explosion consists of: particles 
created by the fissioning of the material 
of the bomb; particles made radioactive 
by the neutrons released at the time of 
explosion; and the unfissioned material 
of the bomb itself. The unfissioned ma- 
terial is generally alpha-emitting, while 
the fission products and the neutron-in- 
duced radioactive products are beta- 
gamma-emitters. 

Alpha radiation cannot penetrate the 
skin. Consequently, the alpha-emitters in 
fall-out present no great danger unless 
taken into the body by ingestion, inhala- 
tion, or through open wounds. The rela- 
tive proportion of alpha-emitters in fall- 
out to beta-gamma-emitters is small 
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Beta radiation can be dangerous both 
internally and externally. The beta par- 
ticles emitted by fall-out are stopped by 
moderately thick clothing. They are most 
hazardous when the radioactive dust 
carrying them comes into direct contact 
with the skin or is taken internally. 


i rays, like X-rays, are very 
penetrating. Fall-out gives off 
gamma rays varying in energy from very 
soft and easily absorbed, to very hard 
and penetrating. Therefore, even relative- 
ly thin shields afford some protection 
against gamma rays since they absorb the 
softer components of the radiation. To 
provide adequate protection against the 
more energetic gamma rays, considerable 
thicknesses of materials are required. 

The danger varies with the size and 
type of nuclear explosion, with the 
amount of debris picked up from the sur- 
face of the earth, and with meterological 
patterns of wind speed and direction. 
With the differences possible in attack 
conditions, even the remotest communi- 
ties of the United States could be exposed 
to the hazards of lethal fall-out. 

Fortunately, the delay in deposition of 
fall-out, as it is carried by the winds, 
could provide a warning period that 
would enable citizens to reach shelter 
before being harmed. 


The Need for RADEF 
HE hazards from fall-out radiation 
are: whole-body penetrating radia- 
tion, skin contamination, and internal 
absorption of radioactive materials. The 
whole-body penetration is almost entirely 
gamma since there are no neutrons pres- 
ent. In skin contamination, the greatest 
part of the dose is due to the beta com- 


ponent since the beta particles are ab- 
sorbed almost entirely in the layers of the 
skin. The internal radiation hazard re- 
sults from entry of radioactive substances 
into the body by breathing, swallowing, 
or through breaks in the skin. These sub- 
stances may emit beta and gamma radia- 
tion from the fission products and alpha 
particles from unfissioned material. In- 
halation will not be significant unless the 
particle size is very small. 

Radiation damage from ingested ma- 
terials results from irradiation of the 
body—principally the gastrointestinal 
tract, thyroid gland, and bone—from fall- 
out particles in the intestinal tract and 
radioactive materials absorbed and re- 
maining in the body. 

Of course, the most reliable means of 
estimating the seriousness of radiation 
injury is that by the physician’s evalua- 
tion, particularly on the day of exposure. 
But we know that physicians will be 
scarce persons. 

A wide variety of skin lesions may de 
velop, depending upon variable physical 
as well as biological factors. Preventive 
measures, such as taking shelter or cover- 
ing as much of the body as possible fol- 
lowed by removing outer clothing and 
washing exposed parts of the body, may 
completely eliminate or greatly reduce 
incidence and severity of skin lesions. 


Emergency Exposures to 
Nuclear Radiation 


Panne with survival recognizes that 

exposure to certain amounts of 
ionizing radiation has to be accepted in 
some operational situations on a cal- 
culated risk basis. As with any hazards, 
the cardinal principle must be: Avoid all 
unnecessary exposure. Training activities 
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involve no more than the maximum per- 
missible exposure of 0.3 r' per week; and 
most of them can, and are carried out at 


far less exposure. 
I N emergency operations exposure to the 
whole body of 25 r in a single day is 
not dangerous. An acute dosage of even 
as much as 50 r to a group of people will 
not appreciably affect their efficiency as 
a working unit. An acute dosage of 100 r 
will produce nausea and vomiting in oc- 
casional individuals, but not to the extent 
that will render personnel ineffective as 
groups. People receiving an acute radia- 
tion exposure of 100 r or more should be 
relieved from duty. 
An acute dosage of approximately 150 
r or greater can be expected to render 
personnel as a group ineffective in a few 
hours through a substantial incidence of 
nausea, vomiting, weakness, and prostra- 
tion. Mortality produced by an acute dose 
of 150 r will be very low, and eventual 
1 Roentgen (r): A unit of radiation quantity 
defined as that amount of X—or gamma radiation 
which produces one electrostatic unit of change of 


either sign in one cubic centimeter of air at standard 
temperature and pressure. 
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recovery of physical fitness usually may 
be expected. 

In an emergency it may become neces- 
sary to make decisions regarding re- 
peated exposures. Using a “rule of 
thumb” guide, exposure of 25 r per day 
at weekly or longer intervals for a total 
of eight exposures (200 r) may be ex- 
perienced without serious loss of eff- 
ciency. Before each probable re-exposure, 
the degree of radiation damage already 
produced and that to be expected should 
be evaluated. Although not strictly true, 
to be on the safe side repeated daily ex- 
posure should be considered to be directly 
additive. 

As fall-out accumulates, the dose rate 
builds up since more of the emitting ma- 
terial will be in the immediate vicinity— 
in the air and on the ground. After the 
material has settled, however, the dose 
rate will begin to decrease through 
natural decay of the radioactive elements. 


Radiological Detection and Survey 


ee fall-out can sometimes be 
detected by sight or touch, nuclear 











radiation from the fall-out cannot be de- 
tected by the human senses. Therefore, 
instruments have been developed to detect 
and measure nuclear radiation. No single 
instrument meets all of the operational 
requirements. 

These instruments fall into two major 
groups: survey meters and dosimeters. 
Survey meters are designed to detect nu- 
clear radiation and to measure the dose 
rate. Some of these meters measure 
gamma only, others are beta-gamma dis- 
criminating. The other group—dosi- 
meters—detect and register total ac- 
cumulated gamma dose. As tolerance to 
radiation depends on whether or not doses 
were acute, determination of actual ex- 
posures must be based on both dose rate 
and on total dose. 

The units of measurement used on 
radiological instruments to show cumula- 
tive dose and dose rate of gamma radia- 
tion are, respectively, the roentgen (r) 
and the roentgen per hour (r/hr). The 
roentgen, as defined, relates to the effect 
of radiation on air. However, it is a use- 
ful unit for measuring radiation damage 
to tissue, because over a wide range of 
energies (wave lengths) there is a nearly 
constant relationship between the energy 
absorbed per gram of tissue. 


ts is believed that the industrial Radef 
program has been and is handicapped 
because industry is unable to secure in- 
struments of the proper type at a reason- 
able price, at least approaching the price 
of federally purchased instruments. 
Federal matching funds are available 
to states and their political subdivisions 
for purchase of radiological instruments 
for civil .defense operational and training 
purposes. These may be used by industry 
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on a long-term loan basis from CD. 

The term “Geiger counter’ is loosely 
applied by the layman to all types of 
Radef instruments. The “Geiger counter” 
is a very sensitive low reading instru- 
ment, good for use in training, peacetime 
radiation accidents, and, under fall-out 
conditions, the monitoring of people, 
water, and food under shielded condi- 
tions. Because of anticipated high in- 
tensity readings it would be a useless in- 
strument in making outside and, in most 
cases, inside surveys. Industry, therefore, 
when purchasing instruments requires ion 
chamber survey meters of the V-710-720 
variety for operational purposes. 


Sources of Training 


oo state, and local governments 
have devised courses and training 
schools to train radiological defense in- 
structors, monitors, and radiological de- 
fense officers. 

The Operation Plumbbob Field Radio- 
logical Defense Training, held at the 
Nevada atomic test site during the sum- 
mer of 1957, gave the basis for training 
programs. It provided orientation, in- 
struction, and practical training in radio- 
logical defense technical operations as- 
sociated with a fall-out radiation field. 
Persons designated by federal, state, and 
local organizations having roles in civil 
defense attended. 

During field exercises data were col- 
lected for the evaluation of the several 
monitoring techniques. These have now 
been adapted, using radioactive source 
material in lieu of an actual fall-out area, 
for present-day training in monitoring. 

The U. S. Department of the Interior 
has, through five courses, trained a total 
of 106 persons in a five-day, 32-hour 
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course for instructors in Radef. Eighty- 
three of these were electric power indus- 
try trainees, generally with engineering 
or related degrees, from 18 states includ- 
ing the District of Columbia. Pennsyl- 
vania State Civil Defense Headquarters 
has trained additional instructors from 
the industry. More courses for instruc- 
tors have been scheduled by Interior and 
Pennsylvania. Men completing the in- 
structor’s course are qualified to use 
Cobalt 60 source material upon applica- 
tion and receipt of license from the AEC. 


HE instructors are now training num- 

bers of employees in a 12-hour, two- 

day “meter reading” course. The ultimate 

objective is to have at least one trained 

monitor at all times at each production 

property and service building that is 
manned on a 24-hour basis. 

In Pennsylvania, instruments for train- 

ing these “meter readers” will be fur- 

nished by the State Civil Defense on a 
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long-term loan basis. These instruments 
would be available for any emergency as 
well as for training. 

At some of the locations, fixed moni- 
toring stations will be established as soon 
as instruments are available. These in- 
struments also are to be secured on a 
long-term loan basis from Civil Defense. 
In return, the fixed stations would be 
come part of the national Radef plan and 
would furnish readings as requested by 
CD. 

The agenda for the Pennsylvania State 
Council of Civil Defense Radef Instruc- 
tor Course covers: an estimate of the 
Radef situation, peacetime incidents, 
weapon effects—factors affecting the 
amount, type, and distribution of fall- 
out; the atom, decay rate, ionization 
theory, and defining of radiation measur- 
ing units; radiation detection instruments 
—dosimeters and chargers including stu- 
dent familiarization and operation of 
these types of instruments; V-700, 710, 
720 Geiger and ionization chamber detec- 
tion instruments, their calibration tech- 
niques and exercises; source handling 
techniques; protection and methods— 
discuss factors giving protection against 
radiation (time, distance, shielding, and 
decontamination) ; laboratory exercise— 
distance and shielding. 


fen course also includes the biological 
effects of nuclear radiation, including 


radiation sickness syndrome, survey 
exercise, survey techniques, fixed station 
techniques, problem involving use of in- 
struments in radiation field, fall-out pre- 
diction, U. S. Weather Bureau UF mes- 
sage, explanation of U. S. Weather 
Bureau message, decoding of message, 
and plotting information, practical work. 
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RADEF Planning 

— national plan for Radef provides 

a comprehensive and well-developed 
plan for establishing stations for moni- 
toring, detecting, and reporting fall-out 
conditions, a logical distribution of sta- 
tions, and a system of warning the pub- 
lic, including industrial and business 
firms, regarding fall-out conditions. In 
addition, it will furnish postattack radia- 
tion information upon which federal, 
state, and local governments can base 
protective and recovery stations. 

A network of approximately 150,000 
fixed monitoring stations is being estab- 
lished across the country. Approximately 
6,000 of these stations will be at federal 
locations, manned by federal employees, 
with the objective to have at least one 
federal station in each county. The re- 
maining 144,000 will be at state, county, 
and local facilities. 

As of July, 1960, approximately 18,- 
000 of these stations were in operation; 
expected to increase to 50,000 by July, 
1961. The total network of 150,000 sta- 
tions is scheduled for completion by the 
end of calendar year 1963. OCDM pro- 
vides the monitoring instruments re- 
quired at these stations. 

Radef teams are being organized, 
trained, and provided with appropriate 
equipment to detect the presence of radio- 
activity, to inform workers when it is 
safe to perform their duties, and to in- 
form others of fall-out danger. 

A program is now under way to en- 
sure that all federal agencies be self- 
monitoring. The Corps of Engineers, De- 
partment of Agriculture, Federal Re- 
serve Bank, and the Post Office Depart- 
ment, among others, have started this 
training. 


r Pennsylvania, the presently operating 

state network includes the state police, 
Department of Health, and the Depart- 
ment of Forest and Waters. By April, 
1961, approximately 450 fixed stations 
should be operating in this state network, 
including those to be established by the 
electric power industry. 

It is expected that if operational sets 
of instruments are available, some 3,000 
county and local CD fixed monitoring 
stations could be established by June 1, 
1961, in Pennsylvania. At present about 
one-third of all counties in the state have 
networks. However, one county alone has 
one-third of all the fixed stations in op- 
eration, due, no doubt, to the activity of 
that county’s manufacturers’ associa- 
tion. 

In Pennsylvania, several hundred high 
schools, colleges, and universities have 
received instruments. It is expected that 
these will become part of their respective 
county monitoring networks, although 
that mission had not originally been 
given to the educational institutions. 

This is just a sampling of one state. 
The Radef program is being vigorously 
pursued throughout our entire nation. 


Radiological Defense Organization 
li mission is the prediction, detection, 

measurement, and evaluation of radi- 
ation hazards that might occur or exist 
following a nuclear attack or an indus- 
trial accident; to advise and guide in 
reaching decisions affecting the safety of 
others; and proper operational procedures 
to minimize the danger. 

Mobile Radef monitoring teams obtain 
data from field surveys, and a series of 
fixed stations are established to obtain a 
rapid continuing survey. 
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All emergency services should be self- 
monitoring so as to protect their person- 
nel during an operation in a contaminated 
area; for example, each electric utility 
repair crew. 


I J Pon assignment of specific mission to 


a Radef monitoring team, the team 
should follow a set routine to accomplish 
the mission in the minimum of time and 
with minimum exposure of personnel. 
Plan survey, select instruments, test in- 
struments before starting out, don pro- 
tective clothing, proceed to site, check 
with authority in charge of area, locate 
sources, determine needed _ radiation 
measurements, read radiation meter, re- 
tire from radiation field, log data, and 
report findings. 

Upon receiving dose-rate readings 
from the field, a fixed station obtains 
outside radiation intensities (dose rate) 
at the station location. These readings are 
evaluated to determine the outside opera- 
tional capabilities of emergency forces 
based on functioning in the immediate 
vicinity of the fixed station; the time the 
general public in the vicinity of the sta- 
tion should remain in shelters. All read- 
ings are transmitted toa designated Radef 
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control center when fall-out is first re- 
ceived, when sudden increases in rate are 
observed, at hourly intervals (on the 
hour) for twelve hours after the attack, 
at least twice daily thereafter through the 
first week. 


Decontamination 


ADIOLOGICAL contamination and de- 
contamination involve indestructible 
particles capable of causing death or in- 
capacitating personnel and animals. No 
process can either neutralize or destroy 
the radioactivity. 

The decision to decontaminate depends 
on the radioactivity level, the importance 
of the area or material contaminated, the 
hazard if not decontaminated, the man- 
hours required for decontamination, the 
decay time. 

Contamination will not spread evenly. 
Fall-out may be carried inside a building 
by wind, by water, or through ventilation 
systems. Persons walking from a contami- 
nated area will carry contamination with 
them. Vehicles can spread contamination, 
for example, by raising radioactive dust 
particles. 

Those engaged in decontamination 
work wear protective clothing — any 
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cheap, disposable, or easy to clean outer 
clothing; 7.e., one-piece cover alls, high 
overshoes or boots, raincoat, gloves, and 
hat. (When fall-out is airborne, a respira- 
tor or gas mask is indicated. ) 


Each operator with a dosimeter can re- 
cord his total exposure. A monitor 
equipped with a survey meter and self- 
reading dosimeter can also accompany the 
decontamination crew to check radiation 
dosage received and to determine the ef- 
fectiveness of the decontamination. Water 
washing is the primary decontamination, 
using standard fire-fighting equipment for 
large-scale operations. Water and deter- 
gent will attain a greater degree of clean- 
liness than plain water, especially when 
grease coatings are being removed. 

Contaminated dust or particles are re- 
moved from personnel by brushing, fol- 
lowed by vigorous scrubbing with soap 
and water of the exposed skin surfaces. 
Special attention is paid to the hair, 
fingernails, skin folds. After monitoring 
if not found free from contamination, 
the scrubbing process can be repeated. 


Peacetime Accident Hazards, 

Precautions, and Procedures 
HE extreme care devoted to the de- 
sign of equipment and procedures for 
transporting atomic weapons has been re- 
paid with a record of no inadvertent or 
unintentional nuclear detonations. For all 
atomic weapons a specific sequence of 
positive actions is required to ready them 
for a nuclear detonation. However, acci- 
dents might occur involving nuclear 
weapons, radiation sources, and isotope 
materials at their point of use or in 
transit, and at AEC research and indus- 

trial facilities, 

The two components of a nuclear 


weapon that constitute the most probable 
hazard in the case of accident are: (1) 
the high explosives, and (2) the 
plutonium. Accidents will usually involve 
other materials in more widespread use, 
such as gasoline. If fire occurs, normal 
procedures and precautions are indicated. 

In any accident involving a high ex- 
plosive there is some possibility of a det- 
onation. It is unwise for any one other 
than trained demolition personnel to at- 
tempt clearing an area of broken high 
explosives. If a nuclear weapon is 
enveloped in the flame of a gasoline fire, 
the high explosive may ignite, burn, and 
in most cases detonate. It is considered 
the possibility of an accidental nuclear 
explosion of a nuclear weapon is so re- 
mote as to be negligible. 

Plutonium may become dispersed as 
small particles as the result of impact or 
detonation of the high explosives or as 
fumes if a fire occurs. Plutonium is not a 
hazard if it remains outside the body, be- 
cause it is an alpha-emitter. 


_ Department of Defense and the 

U. S. Atomic Energy Commission 
have specially trained and equipped 
radiological assistance teams prepared to 
deal with all aspects of accidents involving 
atomic weapons. 

The plutonium inhaled from an acci- 
dent would not result in serious injury. 
Contamination of rescue personnel can be 
markedly reduced if they remain upwind 
and uphill from the accident. 

Accidents of this nature should natural- 
ly be reported immediately, with brief 
description to the nearest military installa- 
tion, state CD and health departments, 
AEC office, local fire and police depart- 
ments. These calls may be expedited and 
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co-ordinated by calling the nearest state 
police headquarters. Sight-seers must be 
excluded up to 1,500 feet and cover taken 
even at this range from secondary mis- 
siles flung into the air. 


Conclusion 


HIs limited evaluation of industrial 

radiological defense has been con- 
densed from the great wealth of substan- 
tial information of practical value on the 
subject, particularly the 500-page hand- 
book “Effects of Nuclear Weapons,” pub- 
lished in 1957 by the Department of 
Defense and the Atomic Energy Com- 
mission. 

The nation has made considerable 
progress in developing’ plans and 
equipping federal, state, and city organi- 
zations, which would be ready to aid in 
case of enemy attack. However, it is not 
possible for government to provide abso- 
lute protection to all its citizens. If a 
nuclear war starts, many Americans will 


be casualties, but many more will be un- 
harmed. It has been shown that there is 
substantial fall-out protection already 
available in the nation. With this utilized, 
the total number of survivors can be still 
further increased. 

We take risks in our daily activities, 
such as driving an automobile on turn- 
pikes, walking over a crowded intersec- 
tion, or even taking our morning shower. 
Is it not logical to arrive at a realistic 
decision on the risk of fall-out? 


Re such decisions we can proceed to 

improve our protection, using the same 
rationalization by which we decide on 
how much insurance to carry and when 
to self-insure. 

We must, therefore, evaluate the pro- 
tection available, exercise judgment on 
the risk, then make the decision on pre- 
cautions to take in order to increase our 
probability of survival. The direction in 
which to go is quite clear. 





Marks of Professional Callings 


4I7TO me, there are only three professions: medicine, law, and the 

clergy. A profession does not offer a steady salary at regular 
intervals regardless of what happens, it does not offer social security, 
regular hours of work, paid holidays, or sick leave. 

"A profession does offer, however, possibility of being sued for 
malpractice, physical risk, nineteenth century working hours, and 
worse. It also offers that old-fashioned practice of being paid only 
for work done, no retirement plan, and more often than not, no 
lunch hour. 

“Above all, a professional person does not join a trade union and 
under no circumstances does he strike.” 

—FLORENCE KING, 
Washington, D. C., career teacher, writing 
in The Washington Post. 





DECEMBER 22, 1960 





Washington and 


the Utilities 


The Carroll Subcommittee 
Hearings 
 gorserargerapen Kennedy would be 

advised this month in a special report 
to select better-qualified men to head the 
six key agencies charged with policing 
federal regulation of business. James M. 
Landis, former dean of the Harvard Law 
School and a long-time friend of the 
Senator, said on November 30th the re- 
port will attempt to highlight regulatory 
problems which should receive priority 
attention by the new administration. 

Landis was asked by Kennedy two days 
after the election to prepare his recom- 
mendations on the regulatory agencies. In 
an interview with United Press Interna- 
tional, Landis said the report will stress 
getting better-qualified men to head the 
agencies, It also will say that policy mak- 
ing in critical economic fields should be 
strengthened. 

The report will not offer solutions, but 
it may indicate approaches Landis _ be- 
lieves would be fruitful. It then will be 
up to Kennedy to take whatever steps he 
feels are necessary. 

This was just about the gist of Landis’ 
subsequent testimony before the Senate 























Judiciary Subcommittee, headed by Sen- 
ator Carroll (Democrat, Colorado). He 
is considering complaints and criticisms 
directed against federal commissions and 
agencies. The controversial nature of the 
subject was pointed out when Senator 
Carroll stated that hearings were “pur- 
posely delayed until after the presidential 
election for obvious reasons.” 


y ieomcange- the first day was Judge E. 
Barrett Prettyman, retiring chief 
justice of the U. S. circuit court of ap 
peals for the District of Columbia. Judge 
Prettyman also heads a group appointed 
by President Eisenhower to look into the 
administrative practices of various gov- 
ernment agencies. He expressed the belief 
that there is strong need for a code of 
ethics for government officials which 
would be more than “just a declaration 
that everyone is against sin.” Judge 
Prettyman also advocated that the newly 
formed presidential advisory group 
should be given permanent status, similar 
to the Federal Judiciary Conference. 
Such a group, he stated, would be com- 
posed of sixty to sixty-five members; 
one-third from the government and two- 
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thirds from outside experts. Such a body 
would meet twice a year for public hear- 
ings and continuing analyses and recom- 
mendations would be submitted to both 
the President and Congress. 

Congressional investigators opened the 
inquiry into government regulatory agen- 
cies on November 29th and promptly 
were told by a high administration official 
that the machinery of these offices “ur- 
gently needs review.” Elmer B. Staats, 
Deputy Director of the Bureau of the 
Budget, said the agencies have reached 
such a point—“largely because of cum- 
bersome procedure”—that serious ques- 
tions have been raised about their ability 
to achieve objectives laid out for them by 
Congress. 

“When decisions are delayed for 
months or years,” he said, “industries are 
unable to make long-range plans, partic- 
ularly in areas of technological growth.” 


—— Carroll said his group would 
try to find the factors which make 
some government agencies “drift here 
and there like floating islands.” He said 
the subcommittee would seek guide lines 
for new legislation and other action 
which would help to remedy any “struc- 
tural defects” in their administrative pro- 
cedure. Staats told the group that he 
believed it was “time for a searching 
evaluation of the trends of the past few 
vears.” 

Carroll said President-elect Kennedy 
had promised to submit such a code to 
‘Congress when the new administration 
takes office. “And I hope he will,” Carroll 
said, noting that other similar proposals 
in the past had “died on the vine.” 

Other prominent witnesses scheduled 
to appear before the Senate subcommittee 
include Louis J. Hector (former Civil 
Aeronautics Board member and sharp 
critic of the procedural organization of 
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that commission and federal regulatory 
agencies generally), CAB Chairman 
Whitney Gillilland, AEC Commissioner 
Loren K. Olson, and several representa- 
tives of the Federal Power Commission. 


Hecrer told Senate investigators that 
major problems plaguing govern- 
ment regulatory agencies cannot be solved 
without a “radical reorganization.” He 
said at least four independent agencies 
should be transferred by Congress to di- 
rect control of the President. They are 
the Federal Communications Commission, 
the Federal Power Commission, the Inter- 
state Commerce Commission, and the 
CAB. 

Hector also said that a special federal 
court should be set up to decide major 
contested cases before the agencies. He 
said the independent agencies are not 
operating effectively now because they are 
“responsible to no one, they are divided 
within themselves on matters of basic 
policies, and they are swamped under a 
burden of detail.” 

One reason conflict of interest cases 
keep popping up, Hector said, is that 
members of the commission must serve 
“as executives and administrators part of 
the time and as judges part of the time.” 
He said it had been suggested “that reg- 
ulators wear business suits when they are 
acting as executives or administrators or 
policy makers, and black robes when they 
are acting as judges. The only problem 
with this is that, under the clothes, the 
man stays the same, and he cannot forget 
as a judge what he has heard as an ad- 
ministrator.” 

Hector said the problems of the agen- 
cies have been “studied to death” by ex- 
perts, both within and outside the gov- 
ernment for thirty years. “The time has 
come, not for any more studies, but for 
somebody to decide what is to be done 








and do it,” he declared. “I do not want 
to be cynical but I do have the feeling 
that in some cases further study is being 
advocated merely as an excuse for not 
getting on with the job.” 


A* three groups, the Senate subcom- 
mittee, the presidential study group, 
and the President-elect’s inquiry, seem to 
be. focusing on about the same area, The 
Senate subcommittee is particularly in- 
terested in the extent to which the com- 
mission should be independent of execu- 
tive control and the extent and manner 
in which Congress should exercise its 
authority. Senator Carroll himself has 
made the interesting suggestion that it is 
about time that some attention be devoted 
to finding ways in which the courts could 
be relieved of some of the constant and 
repetitious burden of supervising such 
agencies through conventional appellate 
procedures. The trio of studies now under 
way are sure to produce noteworthy rec- 
ommendations and ideas for the new 
Kennedy administration and the Con- 


gress, 
» 


CAB Hit in Budget Report 


F produce management consulting com- 
pany contends that the CAB is inef- 
ficient, lacks any guiding policy, and has 
no plan for the future. It recommends, 
among other things, that the board be 
expanded from five to seven members 
and that a top-level policy and planning 
staff be established. The report of Mc- 
Kinsey & Co., Inc., authorized by the 
Budget Bureau, which took seven months 
to complete, to a large extent parallels 
the critique of Louis J. Hector, who 
resigned as a CAB member fourteen 
months ago. 

Principal finding was that the board 
takes far too long to dispose of cases. 
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CAB “delays and backlogs” in fixing 
air-line routes and passing on fares was 
said to “have resulted in denial of justice 
in some cases and economic losses in 
others.” Too much time is spent, the re- 
port specified, in adjudicating routine, 
minor cases, and handling international 
affairs. Little, if any, time is left for 
board members to formulate policy and 
plans, direct the staff, and appraise per- 


formance. 
3 


New Congress May Consider 
Coal Bills 


— Dent. (Democrat, 
Pennsylvania), from the economical- 
ly hard-hit anthracite region, is promoting 
a mine safety bill and the establishment 
of a national fuels policy. The latter pro- 
posal, the more controversial of the two, 
calls for the setting up of regulations in- 
tended to conserve the nation’s fuels. 

Advocates of this measure claim that 
wasteful fuel practices are damaging the 
coal industry and endangering the na- 
tion’s defense potential. Opponents to 
such a measure contend, however, that 
the proposal is an attempt to advance the 
economic interests of coal at the expense 
of competing fuels under the disguise of 
conservation. Whether the change in ad- 
ministration will mean a change in eco- 
nomic thinking in this area is doubtful. 
The Eisenhower administration was not 
enthusiastic about a similar proposal in- 
troduced during the last session of Con- 
gress and the bill died. 


* 


New York Authority in 
Contempt? 
S Soe degree of control Congress may 
exercise Over an interstate authority 
may have to be eventually decided by the 
U. S. Supreme Court. This is the issue 
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involved in the investigation of the Port 
of New York Authority by the House 
Judiciary Committee, headed by Repre- 
sentative Celler (Democrat, New York). 

The investigation, which originally 
stemmed from a dispute over a site for a 
jet port in New Jersey, was irritated by 
the authority’s refusal to turn over its 
records to the investigating committee. 
For this action, which was backed up by 
Governors Rockefeller and Meyner, Aus- 
tin J. Tobin, executive director of the 
Port of New York Authority, has been 
cited for contempt of Congress. During 
spirited hearings, which took place late 
last month, Tobin testified he doubted 
that federal consent was needed to create 
the New York authority because it is not 
a federal instrument. 


AEC Developments 
1 ons feasibility of generating by- 


product electricity at the plutonium 
production reactor now under construction 
at Hanford, Washington, is being studied 
by the congressional Joint Committee on 
Atomic Energy. The AEC has submitted 
data to the congressional committee, 
which indicated that government costs of 
plutonium production could be reduced 
if the heat energy of the reactor were 
used to make electricity. 

The congressional group then hired an 
organization of experts to review the 
original studies to determine whether in- 
clusion of the power-generating facilities 
would be practical. The experts reported 
favorably, but pointed out the cost would 
amount to $100 million. The committee 
will probably decide whether to recom- 
mend the Hanford generation addition 
when Congress reconvenes in January. 

The completion date for Power Reac- 
tor Development Company’s controversial 


Lagoona Beach, Michigan, nuclear reac- 
tor has been extended by the Atomic 
Energy Commission until July 15, 1961. 
Originally, the date set was December 15, 
1960, for the objective of completing the 
“fast breeder” nuclear plant. The plant 
was opposed by the labor unions which 
contended the location near a metropoli- 
tan area would be dangerous to thousands 
of persons living in Detroit and its sub- 
urbs. The U. S. circuit court of appeals 
agreed and ruled the AEC should not au- 
thorize building such a project until rul- 
ing on its safety features. 

Upon appeal to the U. S. Supreme 
Court, AEC has won a writ of certiorari. 
The review by the high court will not 
take place, however, until the spring of 
1961. The outcome could seriously affect 
the status of other nuclear reactors. 


. —- power-generating plants will 
be competitive with steam power 
plants within eight years in the United 
States. This was the prediction of J. 
Harris Ward, president of Common- 
wealth Edison Company, as he partici- 
pated in a panel discussion at the twenty- 
ninth Mid-Continental Trust Conference 
of the American Bankers Association 
meeting in Chicago last month. The re- 
sults of Commonwealth Edison’s new 
Dresden reactor near Chicago, as well as 
other efforts in this direction being made 
throughout the free world, were the basis 
for Ward’s views. 

“By 1970 or 1980 a substantial part of 
the new power plant capacity now planned 
for the Chicago area may well be nu- 
clear,” Ward stated. He called attention 
to the fact that two California utilities 
are now considering building nuclear 
units which are expected to become com- 
mercially competitive with conventional 
fuel-generated power. 
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Telephone and 


Telegraph 


Budget Long-distance Calls 


MERICAN TELEPHONE AND TELE- 

GRAPH COMPANY has announced 

that in the near future a budget long- 

distance telephone service with unlimited 

calls for a monthly flat rate may be of- 
fered to business concerns. 

Last October Frederick R. Kappel, 
president of AT&T, gave a hint of this 
program when he stated in a Boston 
speech that “step by step, the distinction 
between ‘local’ and ‘long distance’ in com- 
munications will gradually disappear.” 
He also stated that telephone calling areas 
have already been extended so that calls 
between adjoining communities are no 
longer treated as toll calls. 

In making the announcement AT&T 
stated that the plan would save many 
businesses thousands of dollars on present 
toll charges. The company expects to rely 
on increase of long-distance telephone 
calls by business customers to make up 
for the reduced net rate. 

The final plans regarding this new serv- 
ice have not been announced. However, 
it is bound to be a form of toll service, 
charged for at a flat or measured rate, 
rather than a toll charge per call as pres- 
ently provided. Subscribers having need 
of a considerable volume of long-distance 
service will probably find it to their finan- 


cial advantage to use the service instead 
of paying for individual calls. 

The independent companies expect to 
participate, but they may have to provide 
some facilities of their own to do so. 
Additional ‘access facilities’ (between 
the subscriber’s premises and central of- 
fices), special station and terminal equip- 
ment, and office services may be among 
the new items required. 


iy can also be expected there will be 
some business to be done at the regu- 
latory level, because, presumably, the set- 
ting up of any such service will invoke 
the filing of new tariffs with the Federal 
Communications Commission and with 
state regulatory authorities. 

It is expected that in the not too dis- 
tant future AT&T will reveal, to a fuller 
extent, the exact way in which this budget 
long-distance service will work. 


> 


Western Union Protests 
Government Facsimile 
ecg United States Post Office plans 

to transmit mail by a facsimile sys- 
tem have drawn some sharp criticism 
from the Western Union Telegraph Com- 
pany. In a letter to Postmaster General 
Summerfield, released last month by Wal- 
ter P. Marshall, president of Western 
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Union, the government-sponsored fac- 
simile system was called a threat to 
“thousands of employees and pensioners 
who have invested funds in the building 
of a national telegraph system.” 

Western Union maintains its own 
facsimile system, known as “Wirefax,” 
and it is the position of the company that 
if the Post Office proposes to use facsimile 
for the transmission of mail, it should 
contract with the communications indus- 
try for the service. This would be much 
the same as the government’s present con- 
tracts with railroads and airlines for the 
transportation of mail. 

In Mr. Marshall’s letter to the Post- 
master General he stated : 


We don’t think the Post Office De- 
partment ought to run its own railroads 
and airlines, and we don’t think it 
should run public communication sys- 
tems in competition with private indus- 
try. 


At the present time the Post Office De- 
partment is conducting tests of a facsimile 
system between Chicago, Lansing, Michi- 
gan, and Washington, D. C. For the time 
at least these tests are restricted to gov- 
ernment agency use. Should the experi- 
ments prove to be successful, however, 
there seems the very real chance that the 
federal government might enter into a 
large-scale, nation-wide program. 


¥ 


Final Decision in Pay TV 
Test Near 


HE plan of R.K.O. General, Inc., and 

Zenith Radio Corporation to conduct 
a three-year experiment in broadcast pay 
TV is moving closer to a final decision. 
The Federal Communications Commis- 
sion staff group has endorsed the plan, 
stating that it could find “no substantial 
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reason why the public interest would not 
be served” by granting the application. 
The broadcast bureau further stated that 
the two companies had “satisfactorily” 
complied with the conditions under which 
the commission has said it would be will- 
ing to authorize a pay TV experiment. 

The proposed three-year test would in- 
volve the use of broadcast “scrambled” 
signals which would be sorted out at the 
home receiver. The reported cost for vari- 
ous programs, initial installation of the 
“descrambling” device, and _ possible 
monthly charges have not been estab- 
lished. 4 

Extensive hearings before the commis- 
sion have been held and the chief oppo- 
nents to the proposed tests have been 
movie theater operators who fear that 
such a system would cut into movie audi- 
ences. 

The next step toward a final decision in 
this matter will be consideration of the 
RKO-Zenith application by the full com- 
mission. 

a 


Russian Telephone Service 


heed so often America seems to be 
thrown into a panic when some event 
or other indicates that the Soviet Union 
may be overtaking us in one field or an- 
other. Each successful Russian satellite 
or proposed power development project 
forces some segment of the federal gov- 
ernment into what is now termed “an 
agonizing reappraisal.” 

With all hands thus poised over the 
proverbial “panic button,” it is refreshing 
to note that at least we have nothing to 
fear from the U.S.S.R. in the field of 
telephone service and directories. This 
fact is borne out by a recent article in 
The Telephone News, a publication of the 
Bell Telephone Company of Pennsylvania 
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and the Diamond State Telephone Com- 
pany. “To Get a Line on Russia,” by A. 
L. Charny, gives us a glimpse into the 
Soviet’s telephone industry and the Rus- 
sian way of life. Mr. Charny was born in 
Russia and has lived for the past fifty 
years in the United States. For forty-one 
of these years Mr. Charny has been em- 
ployed in the telephone industry. 

Mr. Charny obtained the Moscow di- 
rectory, “List of Subscribers of the Mos- 
cow Telephone Network — Residential 
Telephones,” through the American Am- 
bassador in Russia, who then asked for a 
translation. At the outset Mr. Charny 
notes that directories are not distributed 
free and only 15,000 copies are available 
at about $1.30 each. The article points 
out that it is not possible to get an exact 
tabulation of the number of resident 
phones in Moscow since more than 200 
pages are devoted to collective apartments 
rather than to individuals. However, al- 
lowing for duplications, Mr. Charny esti- 
mates that there are about 150,000 resi- 
dent phones in Moscow as compared with 
Philadelphia which has some 497,000 
telephones with only half of Moscow’s 
population. 


ee telephone regulations would be 
sure to throw an American into a 
frenzy. Mr. Charny notes that smoking is 
prohibited in telephone booths. Explicit 
warnings are listed covering such actions 
as dropping a phone, putting a receiver 
back carelessly, and removing the receiver 
while the phone is ringing. (“Answer a 
ring immediately, taking the handset off 
only in the silent part between rings. Re- 
moving the handset during a ring will 
cause damage to the transmitter—burning 
of the carbon particles.’’) 

Mr. Charny notes that basic nontoll 


service charges entitle a subscriber to call 
a distance of about six city blocks. In com- 
parison, the nontoll area in Philadelphia 
extetids some 18 miles! Comparing Mos- 
cow’s telephone plant and service, Mr. 
Charny notes: 

They use a six-pull numbering sys- 
tem—one letter and five numerals— 
which is designed only for local calling. 

To call repair service they use one 
of 150 numbers, depending upon the 
location. Moscovites must call informa- 
tion to get their repair service number. 
We do it with one standard number— 
611 or 116. They call their emergency 
numbers with two pulls of the dial. We 
usually require the interposition of an 
operator. To call emergency numbers 
from a public booth, we need change 
at hand. They push a payless button, 
which we have found to be of no spe- 
cial value. 

They have telephone pavilions open 
from 8 a.m. to midnight to which peo- 
ple without home phones may be sum- 
moned to receive a call. Pictures of 
these clusters of booths always show 
long waiting lines. We find such service 
unnecessary. Out of 50 such pavilions 
only five have coin boxes equipped to 
call long distance. 


Fr is also against the law in Russia for 
more than one person to occupy a 
phone booth at a time. It hardly seems 
possible that this regulation was included 
to prevent such college crazes as “booth 
packing” that the United States experi- 
enced not too long ago. It would be hard 
to imagine the strictly regimented Rus- 
sian student engaging in such activities. 
The most common name in the Moscow 
directory? Smirnov, not Smith. 
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Average Returns Allowed in 
Rate Cases Compared with 


Bond Yields, 1915-60 


geen ANDERSEN & Co. has recently 
released its 1960 edition of “Return 
Allowed in Public Utility Rate Cases.” 
The new publication consolidates all pre- 
vious editions and supplements. It sum- 
marizes some 1,273 rate cases during the 
years 1915-59, plus such information on 
1960 cases as was available at the date 
of publication. The cases are tabulated, 
showing (in columns) the year, the state 
or federal commission, the name of the 
company, and a reference to the source; 
the type of utility service; the return al- 
lowed; the rate base (amount and type, 
such as fair value or original cost) ; and 
a few lines of comment on the rate base, 
cost of capital, and other factors. Public 
Utilities Reports were mainly used as 
source data. Reported cases in which the 
rate base was less than $1 million, as well 
as cases involving independent natural 
gas producers, were excluded. 

As in previous editions, the book con- 
tains four large charts showing the “‘most 
frequent” rates of returns allowed in each 
of the forty-six years; separate charts are 
presented for electric, gas, telephone, and 
water utilities. These rates of return are 
not always really comparable—6 per cent 
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Financial News 
and Comment 


By OWEN ELY 


on fair value would be statistically differ- 
ent from 6 per cent on original cost, and 
6 per cent on a year-end rate base would 
differ from 6 per cent on a midyear base. 
However, for the purpose of showing 
historic trends the figures seem usable; 
in any event, they are the only material 
of this kind available. Using the chart 
data, we have averaged the four figures 
(electric, gas, telephone, and water), ob- 
taining a comprehensive average return 
for all the utility cases covered in each 
year of the period, and these figures are 
shown in the chart on page 972. For 
comparison we also show the average an- 
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nual yield on high-grade utility bonds as 
compiled by Standard & Poor’s, 


HE chart seems to indicate clearly 

that the cost of bond financing is a 
basic factor in the rate of return allowed 
by commissions. However, several com- 
ments are in order: (1) The yields shown 
are those for the highest-grade bonds, 
rated AAA, and the average yield for all 
utility bonds would of course be some- 
what higher. (2) The actual cost of bond 
money would be still higher since new 
issues frequently have to be priced lower 
than existing issues in order to ensure 
placement, especially at times when 
money rates are rising; also, there are 
the expenses of preparing a new issue. 
(3) Preferred stocks would, of course, 
carry somewhat higher yields than bonds. 
For these reasons the average cost of 
senior financing would be higher than the 
figures shown on our chart by perhaps 
as much as one-half per cent. 

Any index for “cost of money” would 
of course have to include the cost of com- 
mon stock financing, which historically 
has averaged higher than that of senior 
financing. During the period 1932-44 the 
cost of equity financing was very high— 
yields on utility common stocks averaged 
nearly 10 per cent in 1942, although yields 
on high-grade bonds were only 2.7 per 
cent. This tends to explain the large 
spread between bond yields and rate of 
return during the approximate period 
1935-56. Common stock yields continued 
to be higher than those on bonds until 
1959, when the trend was reversed—bond 
yields rose to 4.5 per cent and stock yields 
declined to 4 per cent or lower. Actually, 
comparatively little equity financing oc- 
curred during 1935-45, but there was a 
substantial amount after 1945. 

The present spread between bond 
yields and rates of return appears to 
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be somewhat too narrow, based on the 
historic trends; it looks as though the 
average return should now be around the 
6.5 per cent level, although it would differ 
somewhat for different divisions of the 
industry, with gas and telephone utilities 
higher than electric and water. The 1959 
averages were as follows: 


PEPER aor ore oe eS wrelenleie ou otiaoes 5.7% 
BOM nr series aioe cronies RE Seekers SS 
TRRIEMUMIE 515 oo cks Whack Daasinae ks 6.6 
WU ANGE EYS Se isiss osc on ans ocniseeiinsiem ase 6.0 
IRVORSD OE aisscisin cose uswacceaeecibe 62 
» 


“Price Level” Depreciation for 
Full Replacement 
| 9 ena continues over the question of 
depreciation accounting and its re- 
lation to inflation and growth. While 
Congress has provided accelerated amor- 
tization for defense construction (now 
on the way out, however) and liberalized 
depreciation for all new facilities for 
those who want to use it, complaints con- 
tinue that American producers compete 
at a disadvantage with foreign firms (be- 
cause of the latter’s more progressive de- 
preciation policies) and that present de- 
preciation policies fail to provide suff- 
cient funds to replace outworn or obso- 
lete facilities. 

Unfortunately, perhaps, depreciation is 
variously considered as a means (1) to 
stimulate the economy by encouraging 
new construction through use of interest- 
free loans provided by tax savings; (2) 
to replace not merely wear and tear, but 
obsolescence also; and (3) to provide 
for the effect of inflation on replacement 
cost. To add to the confusion, the utilities 
have a “dual standard” in depreciation: 
straight-line in the stockholders’ books; 
and a variety of other accounting meth- 
ods used in connection with tax returns. 
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AVERAGE UTILITY RETURN ALLOWED ON RATE BASE VS. BOND YIELDS 
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Frank V. Olds, assistant comptroller M& Otps concludes that present-day 
of the Chrysler Corporation, has written depreciation policy fails to provide 
an article, entitled “Thinking Ahead: sufficient capital even for the replacement 
Decade for Depreciation Decisions,” in of existing facilities, and he concludes 
the November-December issue of the Har- that “price level” depreciation is the only 
vard Business Review. The article in- method providing for full replacement. 
cludes a series of six charts comparing He thinks that with adequate deprecia- 
a number of different methods for ac- tion, “the tax dollars so provided would, 
cruing depreciation. Many of the compu- in part, enable U. S. business to replace 
tations supporting his statistical data were $95 billion of obsolete machinery and 
performed on an IBM 709 data processor. equipment and make it fully up to date 


e 


RECENT UTILITY BROCHURES BY WALL STREET FIRMS* 


No. of 
Company Analyses Firm 
British Columbia Power James Richardson and Sons 
Central Electric & Gas Eastman Dillon, Union Securities & Co. 
Central Hudson Gas & Electric Fahnestock & Co. 
Columbus & Southern Ohio Electric Merrill —_ Pierce, Fenner & Smith . 
General Public Utilities Corp. ............... Parrish & Co. 
HDs TA Cc = call Oo tt rrr Argus Research Corporation 
International Tel, & Tel. .......c.cecsccesses Laidlaw & Co, 
Middle South Utilities Argus Research Corporation 
Orange & Rockland Utilities ER AUPASC OI Gln COU ots ore. o:5 5 cas wins vle)00's.0°3s 
Philadelphia Electric Argus Research Corporation 
Public Service of Colorado W. E. Hutton & Co. 
Public Service Electric & Gas 
Puerto Rico Telephone Co. ............... a Z. ae 
Rachéster Gas G& ElEctric: .......scccceccces L othschild & Co. 
BIREEA ACCOR OWE GON osc acces cccee scene RR & Co. 
Southern California Edison Argus Research Corporation 
South Carolina Electric & Gas Argus Research Corporation 
Southern Com Reynolds & Co 
Southern ao Argus Research Corporation 
Southern Merrill Lynch, Pierce, Fenner & Smith . 
Southern par maim Gas eeiee™ &. 6 rs H. Hentz 4 Co. 
Southern Natural Gas i 
TEPOnSWOSeETE Pipeline GO, oc... ccssecccccseee Straus, Pheuer & McDowell 
[Ure Of: ie OR | rr Morris Cohon & Co. 
Utilities & Industries Corp. ..........esceees New York Hanseatic Corp. ........... 
(Formerly N. Y. Water Service) 
Western Union Telegraph 
West Penn Electric ........ 
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Tabulations, General Studies, Etc. 


Telephone Stocks nee <aicecolbhetpltlte: NOYES Gr" GO s5 secur vasicc:s 
The Electric Utilities Purcell & Co. 
Good Values in Smaller Utilities 
Public Utilities Bulletin 
Selected Utility Common Stocks 
for Investment 
Public Utility Common Stocks 
Kennedy and the Utilities aes & Co. 
Utilities at a Buying Juncture ............:. rs. ES, Hution & Co. 
Outlook for. Public Utilities Lionel D, Edie & Co. 


Sept. 
Sept. 
Sept. 
Oct. 


Sept. 
Nov. 
Nov. 
Sept. 
Nov. 


NUNS CONLP 


*Published several times a year; last previous list was in September 29th issue. 
973 DECEMBER 22, 1960 





PUBLIC UTILITIES FORTNIGHTLY 


—ready to compete in the world market.” 

In connection with world competition 
he points out that most foreign countries 
have been alert to the importance of de- 
preciation “in the building and mainte- 
nance of a dynamic industrial economy.” 
Sweden, Germany, and the Netherlands 
rely on accelerated methods of depreci- 
ating historic costs, while other countries 
such as England, France, and India per- 
mit depreciation in excess of original cost. 

While accountants in the United States 
have been a little slow to realize the im- 
portance of inflation, a national survey of 
accounting firms and individual practi- 
tioners in 1959 indicated that some 60 
per cent of the profession favored a 
change in the accounting treatment of de- 
preciation, so as to meet the problem 
created by inflation. 


® 
More about Relative 


House-heating Costs with 
Gas or Electricity 
HE Southern Gas Association of Dal- 
las, Texas, has prepared an elaborate 
14-page brochure, entitled “Comfort in 
Whole House Heating,” which contains 


descriptions of, and comments on, various 
types of gas and electric heating; natural- 
ly the remarks about electric heating are 
in somewhat critical vein. 

Regarding relative costs, the study uses 
a reverse yardstick—the number of 
“usable Btu’s” obtainable for one cent 
by using gas as compared with electric 
resistance heaters or heat pumps. As the 
efficiency of the heat pump varies at dif- 
ferent temperatures, data are given for 
three temperatures. The table (prepared 
by H. Zinder & Associates, utility con- 
sultants of Washington, D. C.) is pre- 
sented below without the lengthy explana- 
tory footnotes contained in the brochure. 
Naturally the most favorable comparison 
(for gas) is in the city of Shreveport, 
Louisiana, where natural gas is relatively 
cheap, while the other extreme (of the 
cities listed) is Chicago, Illincis, where 
gas costs more. 

The brochure also contains an elaborate 
two-page chart (prepared for the con- 
venience of the home owner) which com- 
pares the Btu’s of usable heat obtain- 
able for one cent on the same five bases 
as shown on the table, but with varying 
unit cost rates for gas and electricity 





Gas 

Heating 
Athaguerque, No BM. 6060000000000 10,600 
PMMRMGAN ciel s5h6cssssssssuee en 9,500 
6 eee ee 12,000 
PERRIER Sb ocbsseceseesesesness 7,600 
oo) are rrr cre 11,900 
SRI ok vu Sin sesaesaeeeses 12,000 
Jf Rye PS eee 13,200 
SS CL). . (eee 15,200 
Minneapolis, Minn. .............00+ 8,200 
I OS Eee ee 14,500 
CO Of Oe ere 11,800 
Vea ee ee eres 14,300 
Pittsburgh, Pa. 10,500 
Sesh SECMERIUD ASME:, oo 5c vowsssaewe 12,600 
eT ee 17,700 





COMPARISON OF USABLE BTU’S DELIVERED FOR ONE CENT 
FOR RESIDENTIAL HEATING BY NATURAL GAS AND ELECTRICITY 
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instead of by different cities. The cost of in Wall Street) is obtained by adding 
natural gas varies from 30 cents per Mcf net income, depreciation, depletion and 
to $2.50; and for electricity from three amortization, intangible development ex- 
mills to 2.5 cents per kilowatt-hour. penses, surrendered leases, and dry-hole 
» expenses. Its use helps to iron out eon 

us 
FPC’s “zo Per Cent Return on — — 
Equity” Condemned by IBA The committee comments on the rapid 
. be recent report of the IBA com- development of natural gas in Canada. 
mittee on oil and natural gas secu- Production in western Canada in 1960 is 
rities (at the convention) contains some estimated at half a trillion cubic feet (of 
interesting comments, as reported in Bar- which about 80 per cent will be mar- 
ron’s for December 5th. It points out that keted) compared with 477 billion cubic 
in comparing oil and gas stocks the in- feet in 1959. Three important export per- 
vestor should pay attention to the yard- mits were granted: Westcoast Transmis- 
stick known as cash earnings, which can sion, 152 million cubic feet per day and 
be more significant than reported net in- Alberta Southern Gas (subsidiary of Pa- 
come. “Cash flow” (as it is usually termed cific Gas Transmission) 458-750 million 


e 


ELECTRIC AND GAS UTILITY SECURITY OFFERINGS IN NOVEMBER 
Aver. Yield 
For 


Success 
Price Under- Offer- Securities O 
Amount . To writing ing Of Similar Moody Offer- 
Date (Miill.) Description Public Spread Yield Quality Ratmg wg 
Bonds and Debentures 
11/2 $60 Pacific Gas & Electric Ist & Ref. 
(s.f.) 48s 1992 100.00 .68C 4.63% 4.43% 
11/4 12 Georgia Power Ist 4%s 1990 100.00 .76C 4.88 4.62 
11/16 15 Idaho Power Ist 4% 1990 101.50 83C 4.78 4.45 
11/16 20 Northern Natural Gas S.F.Deb. 4% 
1980 100.32 85N 4.85 4.62 


11/17. 30 Wisconsin Electric Power Ist S.F. 

5s 1990 102.36 .70C 4.85 4.45 
11/18 5 Public Service of N.H. Ist 54 1990 101.15 .99C 5.05 4.62 
11/23 75 Consolidated Edison Ist & Refund- 
11/30 ing 5s 1990 102.00 .78C 4.87 4.48 


102.29 97C = 5.10 4.62 


> Pp PP > Pr> 


Preferred Stocks 
11/17 — Electric 5.52% 


11/23 


102.22 1.96C 5.40 _ 
51.63 5.27 — 


Earns.- 

Price 

Common Stocks—Offered to Public Ratio 
11/2 5 Idaho Power ; 89N 3.42 — 5.18% d 
11/17 3 Central Maine Power 26: 115N 5.40 o 7.63 a 


a—It is reported that the issue was well received. c—It is reported that the issue sold somewhat slow- 
ly. d—It is reported that the issue sold slowly. (f) Convertible into common stock at $21 per share. N— 


Negotiated. C—Competitive. 
Source, Irving Trust Company 
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cubic feet, at Kingsgate, British Colum- 
bia; and Trans-Canada Pipe Lines 204 
million cubic feet at Emerson, Manitoba. 
It is estimated that over the next few 
years some $500 million may be spent in 
western Canada for pipelines and other 
projects in connection with the develop- 
ment of gas. 


fr ew public utility securities committee 
comments on the “most unique and 
surprising” FPC procedure of granting 
a rate of return on common equity rather 
than an overall return on the rate base, as 
in the past. The 10 per cent yield on 
equity allowed in the Manufacturers Light 
& Heat case last February was repeated in 
the Southern Natural Gas case in July, 
and the Tennessee Gas Transmission case 
in August. As reported in Barron’s, the 
committee stated : 

The method . . . is both unfair and 


inadequate and might well destroy the 
future favorable outlook for the nat- 


ural gas industry and its attractiveness 
to investors. It is unfair since it penal- 
izes the company that has a thinner 
common stock equity ratio as against 
the company that has a more substan- 
tial one. A company that is capitalized 
completely with common stock equity 
theoretically would be entitled to receive 
a 10 per cent rate on its overall op- 
erations, whereas the company that 
has a low equity would be limited to a 
much smaller rate of return, and, under 
existing market conditions, the level 
would be approximately 6 per cent. 

Results of electric utility companies, 
which are in a far more sustained busi- 
ness, showed them earning from 9 
per cent to 15 per cent on common 
stock equity in 1959... . We believe 
that this new regulatory procedure will 
discourage natural gas managements 
from an aggressive policy of building up 
their systems and cause them to divert 
their attentions to nonregulatory as- 
pects of their business 


FINANCIAL DATA ON ELECTRIC UTILITY STOCKS 


% Incr. 
11/29/60 Divi- Recent In Sh. Earn. Price- Div. Approx. 
Price dend Approx. Share 5-yr. 4 Pay- ook 
About Rate seld Earns. Recent Aver. out Value 


Allegheny Power System . 39 : 44% $2.38De 2% 5% 71% $18 
American Elec. Power .... 55 ; b 5 74 24 
Arizona Pub, Serv. ...... *11 

Arkansas Mo. Pwr. ...... 
Atlantic City Elec. ....... 
Baltimore G. & E. ....... 
Bangor Hydro-Elec. 

Black Hilis P.& L, ...... 
Boston Edison 

Calif. Elec. Power 

Calif. Oreg. Power 

fo Re LS Uo a 
Garmin Pod 1. ...<..5.% 
Cent. Hudson G. & E. .... 
ome He GG, oo oeccss 
Cent. Ill. Light 

Gent. Tings P. SS. .:.... 
Cent. Louisiana Elec. ..... 
Cent. Maine Pwr. ........ 
Cent. & South West 

Cent. Vermont P. S. ...... 
Cincinnati G. & E. ........ 
Citizens Util. “B” 
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% Incr. 
11/29/60 Divi- Recent In Sh. Earn. 
Price dend . Share 5-yr. 
(Continued) About ‘Rate Earns. Recent Aver. 


Cleve. Elec, Illum. 1.80 3.05Se 4 
Colo. Cent. Power : 13 
Columbus & S. O. E. ..... 23 
Commonwealth Edison .... 5 
Community P. S. ........ 6 
Ot hg ba a os *10 
Consol. Edison D1 
Consumers Power 

De aga at OE re 
Delaware 2. & LL... 2.6005 
Detroit Edison 

Duke Power 

Duquesne Light 

ast Utell, ASSOC, ..s..000 
Edison Sault Elec. ........ 
Oo re 
Empire Dist. Elec. ....... 
Florida Power Corp. ...... 
Jb gut tae a) Ce 
Florida Pub. Utils, ....... 
General Pub. Util. ........ 
Green Mt. Power 

Gulf States Util. 
Hartford Electric 
Hawaiian Elec. 

[glo Oke 2) Ae 
Idaho Power 
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*Deferred taxes resulting from liberalized depreciation are not normalized. If they had been normal- 
ized the price-earnings ratio would be higher, and the rate of increase in share earnings would be smaller. 
D—Decrease. NC—Not comparable. A—American Stock Exchange. O—Over-counter or out-of-town ex- 
change. S—New York Stock Exchange, Ja—January ; F—February; Ma—March; Ap—April; My—May; 
Je—June; Jy—July; Au—August; Se—September; Oc—October ; N—November ; De—December. b—Also 
3 per cent stock dividend (paid January 25, 1960) included in the yield; similar dividends are paid an- 
nually, representing balance of earnings, c—Also 23 per cent stock dividend January 10, 1961. e—Also reg- 
ular annual 3.3 per cent stock dividend (paid each year end), included in the yield. f—Also regular stock 
dividend of one-half per cent quarterly, included in yield (paid since 1956). h—Also 2.4 per cent stock divi- 
dend to be paid December 1, 1960, included in yield; stock dividends are paid annually, reflecting balance of 
earnings. j—The rate of increase would be 12 per cent if the present number of shares had been used to com- 
pute share earnings of past years, instead of using the number of shares actually outstanding at the end 
of each year. k—Also 4 per cent stock dividend February 24, 1961. 
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What the State Commissioners 
Are Thinking About 


Excerpts and digests from the opinions expressed in 

reports and addresses at the annual convention of the 

National Association of Railroad and Utilities Com- 

missioners in Las Vegas, Nevada, from November 
28th to December Ist, 1960. 


On Changes in the Federal Power Act 


wd &- Special Committee on Legisla- 
tion Amending the Federal Power 
Act was established by this association in 
1954 and has been continued from year to 
year since then, charged with the primary 
responsibility of seeking certain amendments 
to the Federal Power Act. 

“The first of these is that charges should 
be paid by federal power projects which are 
benefited by water-control improvement 
constructed by other parties. At the present 
time nonfederally owned power projects do 
pay for headwater benefits, that is, dam 
or reservoir benefits, but federally owned 
projects do not. 

“Second, that an increase in the standard 
for waiver of license from 100 horsepower to 


2,000 horsepower should be effected. The 
Federal Power Act at the present time pro- 
vides for a waiver of license from the Fed- 
eral Power Commission in the case of dams 
of 100 horsepower. We have recommended 
that this be raised to 2,000 horsepower. 

“Third, that there should be clarification 
of take-over provisions in §15 of the Federal 
Power Act so as to establish the preferment 
of the holder of a hydroelectric license at the 
time of expiration of the license.” 


—Report of the Special Committee 
on Legislation Amending the 
Federal Power Act, David M. 
Brackman of Massachusetts, 
chairman. 


On Communications and National Defense 


a ee pi we have in the United 
States the most advanced and com- 


prehensive communication system of any 
place in the world—a system where effi- 
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ciency, flexibility, and reliability are con- 
tinuously improving and expanding, It is 
a system made possible almost entirely by 
the initiative, resourcefulness, and creativity 
of our free enterprise economy, responding 
to the social, economic, industrial, and de- 
fense requirements of our population. It is 
a system of many components, It consists 
of the vast networks of local, intercity, and 
international channels of communication 
provided by the wire and radio facilities of 
our common carriers. It consists of thou- 
sands of radio stations licensed by the FCC 
in the radio broadcasting services—AM, 
FM, and TV. It consists also of thousands 
of other radio communication systems li- 
censed to amateurs, industrial and state gov- 
ernment organizations. 

“Our nation-wide and world-wide com- 
munication system is in a large measure 
dependent on our common carrier facilities. 
The common carriers have been doing an 
outstanding job in meeting the needs of 
national defense both in the construction 
and operation of conventional types of facili- 
ties and in the provision of a variety of 
specialized services and facilities designed to 
meet the needs peculiar to our military agen- 
cies and other departments of government 
engaged in defense activities. To cite a few 
examples— 

“During the past several years the tele- 
phone industry has been constructing a net- 
work of express and bypass radio routes 


across the country, avoiding populated areas 
and circumventing target areas, with 
branches connecting the populated areas, in- 
dustrial areas, military areas, and target 
areas to the system. This construction per- 
mits the dispersion of military, government, 
and civil defense traffic over facilities which 
will be less susceptible to interruption in the 
event of attack. 

“To provide even greater protection, con- 
struction by the Bell system of a transcon- 
tinental coaxial cable route is now under 
way. This will provide capacity for about 
9,000 telephone circuits and will be buried 
at a depth which will protect it from nuclear 
blasts. 

“Western Union is engaged in an unpre- 
cedented construction program, including 
the construction of a transcontinental radio 
relay system which ultimately will link 
major population centers and military points 
across the country. 

“These systems of Western Union, the 
Bell system, and the independent segments 
of the telephone industry are the backbone 
for a large number of communication net- 
works vital to the national defense estab- 
lishments, both military and civilian. They 
provide a principal means for co-ordinating 
and integrating all operations of our defense 
establishments on both a nation-wide and 
world-wide basis. . . .” 

—Rosert E. Lee, 
Member, Federal Communica- 
tions Commission. 


On Co-operation with the Federal Communications Ccmmission 


ad Re FCC maintains a close liaison 
with the NARUC and the individ- 
ual state commissions, principally through 
its representation on the various NARUC 
committees. Matters of mutual interest and 
concern are thus co-ordinated and necessary 
co-operation effected. The Joint Staff Com- 
mittee, a subsidiary of the Special Commit- 
tee Co-operating with the Federal Communi- 
cations Commission in Studies of Telephone 
Regulatory Problems, together with the 
Subcommittees on Western Electric Com- 
pany, and Separations and Toll Rate Dis- 
parity were very active during the year 
dealing with matters of mutual interest. 
Alternate procedures for separating Bell 
system plant and expenses between inter- 
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state and intrastate were explored. In addi- 
tion, the matter of an investigation of West- 
ern Electric Company, previously approved 
by the NARUC, was given careful consid- 
eration. In this connection, a member of the 
FCC staff served on a three-member special 
subcommittee which was appointed during 
the year for the purpose of meeting with 
Western Electric Company as a first step 
in carrying out the initial phase of the 
recommended investigation.” 


—Report of the Committee on 
Co-operation between State and 
Federal Commissions, Nat B. 
Knight, Jr., of Louisiana, chair- 
man. 





WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 


On the Cost of Capital 


aa ie must always be kept in mind that if 
the utilities are to prosper—and pros- 
per they must if they are to continue to play 
their vital role in an expanding economy— 
they will have to offer their investors op- 
portunities commensurate with those avail- 
able from similar, alternative investments. 
This is exactly what is called for in the 
Bluefield and Hope cases; namely, mainte- 
nance of credit and financial integrity, and 
earnings of investments of similar risk. Here 
commissions must be aware, however, that 
competition in the money markets is on a 
twofold basis; 7.¢e., with consideration not 
only of the level of earnings, but also in 
terms of the quality, or risk status of the 
investment. 


“It would appear that commissions have, 
by and large, been aware of the critical 
nature of utility earnings, and have acted 
accordingly. The success of the utility indus- 
tries in raising enormous amounts of both 
debt and equity capital during the past 
decade, in the face of generally declining 
equity cost rates, is evidence of the fact that 
commissions have not been unduly stringent, 
and have been aware of the critical rdle 
played by utility earnings on the ability of 
utilities to expand.” 

—Report of the Committee on 


Corporate Finance, Francis T. 
Mylott of New York, chairman. 


On Depreciation 


¢¢ Come of those who view depreciation 

S of property in terms of a single unit 
overlook the fact that a single unit has a 
finite life, while a group or a class of prop- 
erty made up of numerous units and under- 
going replacements of its individual units 
more or less continually and systematically, 
has an indefinite life. In the case of humans, 
as an example, each individual has a finite 
life that may range from less than a year 
to more than 100 years, but the population 


as a whole has an indefinite life so long as 
the number of births continues to either 
exceed or equal the number of deaths. The 
average life expectancy of humans, like the 
average service life of a class of property, is 
nothing more than the average length of 
time in which a group, representing an aver- 
age generation, ‘turns over’ or disappears.” 
—Report of the Committee on 
Depreciation, Francis J. Du- 

chelle of Connecticut, chairman. 


On the Duties of Public Utility Commissioners 


“. . . a public utility commissioner has 
these duties and responsibilities: to be fa- 
miliar with the history of regulation; to 
understand the meaning of objectivity in the 
light of the dual capacity of a public utility 
commissioner as a party and as judge, and 
to cultivate in his own judgments this qual- 
ity ; to become familiar with the fundamental 
characteristics of the industries over which 
he exercises control; to exercise a wise dis- 
cretion over the procedures followed before 


the commission, having in mind the basic 
guides of fairness to the parties and uni- 
formity of application; and, FINALLY, to 
cultivate a public awareness of the limita- 
tions of regulatory control over the basic 
economic conditions which give rise to in- 
creasing rates in some industries and dimin- 
ishing service in others.” 
—Davip M. BRACKMAN, 
Member, Massachusetts Depart- 
ment of Public Utilities. 


On Electric Industry Safety Record 


a Stop-Shock campaign instituted 
by the Accident Prevention Com- 


mittee is apparently getting results, In 1959, 
fatal electric shock and burn cases repre- 
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sented 59 per cent of the total fatalities. 
This is an all-time low for the latest ten- 
year period. During the same period, the 
average was 85 electric shock and burn fa- 
talities, with a high of 121 fatalities occur- 
ring in 1951. 

“It is notable that the frequency rate of 
lost time accidents was the lowest in the 
industry’s history and also below the all- 


industry rate, but the industry should be 
encouraged to further improve the situa- 
tion by means of continued day-to-day effort 
and a greater awareness at all levels.” 
—Report of the Committee on 
Service and Facilities and Safety 
of Operation of Public Utilities, 
Ralph L. Fusco of New Jersey, 
chairman. 


On Federal Communications Tax 


— HR 12381 was introduced in 
the second session of the 86th Con- 
gress the administration asked the House 
Ways and Means Committee to continue 
the federal excise taxes on communications 
and transportation at the present level. The 
House passed the bill as directed by the 
administration; however, the Senate at- 
tempted to amend the bill. Senator Kerr 
of Oklahoma offered amendment to repeal 
the 10 per cent excise tax on communica- 
tions and Senator Smathers of Florida pre- 
sented an amendment to eliminate the 


existing transportation tax. Both amend- 
ments were defeated and the final bill as to 
these taxes as passed by the Senate was 
exactly like the House bill. 

“Perhaps in 1961 we may be successful in 
our endeavor to eliminate these Korean war- 
time excise taxes by continuing to urge 
complete repeal of the unnecessary and dis- 
criminating excise taxes on communications 
and the transportation of persons.” 

—Report of the Committee on 
Legislation, H. Lester Hooker of 
Virginia, chairman. 


On General Conclusions Regarding Safety in the Utility Industries 


“|. . it is evident that the utility indus- 
tries have accomplished much in the last 
year. With the increasing pace of new dis- 
coveries, and faced with increasing demands 
for their products and services, our utilities 
face the new decade with confidence. This 
report highlights some of the accomplish- 
ments of the past year and points out some 
of the problems as viewed from our posi- 
tion. Matters of safety and adequacy are 
receiving increasing attention. Many matters 
are resolved informally and without public 
notice. This is to the credit and advantage 


of all. More employee training, better public 
relations, and safety are our perennial chal- 
lenges. 

“It is the desire of the committee to co- 
operate with management to the fullest ex- 
tent possible in making the coming year even 
more notable and successful in discharging 
our duties to the public.” 

—Report of the Committee on 
Service and Facilities and Safety 
of Operation of Public Utilities, 
Ralph L. Fusco of New Jersey, 
chairman. 


On Municipal Water Utilities 


ia si seemed to be rather fruitless to dwell 

upon the problems faced by municipal 
water utilities today, since these are sub- 
stantially the same problems shared in com- 
mon with many water utilities today; 
namely, the necessity of increasing plant 
capacity to meet the demands of increasing 
population. Diminishing water tables, in- 
creased pollution of surface waters, and the 
need for new sources of supply have not 
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contributed to the solution of this problem. 
This is, however, more properly a problem 
of management rather than of regulation. 
The cursory recognition given them here is 
not to belittle their seriousness for they are 
serious...” . 


—ARTHUR L. Paprutt, 
Member, Wisconsin Public Serv- 
ice Commission. 





WHAT THE STATE COMMISSIONERS ARE THINKING ABOUT 
On Natural Gas Rate Problems 


74 HE Special Committee to Study Nat- 

ural Gas Rate Problems recom- 
mends to the National Association of 
Railroad and Utilities Commissioners that 
it be continued for an additional year for the 
purpose of a further study on a recom- 
mendation in regard to producer regulation 
and the proposed amendments of the regu- 
lation of direct sales, and for the purpose of 
making a study of amending the Natural 
Gas Act to give to the Federal Power Com- 
mission the authority to compel pipeline 
companies to expand their facilities to serve 
additional customers whenever the commis- 
sion finds the expansion to be economically 
feasible. 


“Mr. President, we move: 


“1. That the National Association of 
Railroad and Utilities Commissioners ap- 
proves said proposed amendments to the 
Natural Gas Act which are attached to 
this report as Exhibit ‘A.’ 

“2. That the officers of the National 
Association of Railroad and Utilities 
Commissioners be hereby instructed to 
have the proposed amendments drafted in 
proper technical form and cause said pro- 
posed amendments to be introduced in the 
87th session of the Congress of the United 
States ; and 

“3. That copies of this committee re- 
port containing the proposed amendments 


On Nuclear Energy 


wt is suggested that state regulatory 
commissions would be well advised to 
keep in touch with developments in the use 
and control of nuclear energy in order that 
their actions with respect to those phases 
of nuclear projects which come under their 
jurisdiction be treated with due considera- 


be sent to the members of the Interstate 
and Foreign Commerce committees of the 
U. S. Senate and the U. S. House of 
Representatives of the United States Con- 
gress ; and 

“4, That each state commission solicit 
support of the congressional delegation of 
each respective state in behalf of said pro- 
posed amendments, 

“5. That the Special Committee to 
Study Natural Gas Rate Problems be 
continued for one additional year to make 
further study in regard to other amend- 
ments to the Natural Gas Act. 

“6. That the officers of the National 
Association of Railroad and Utilities Com- 
missioners be directed to convey to the 
proper congressional committees in the 
House and the Senate, a request from 
this association to provide adequate funds 
to the Federal Power Commission, by at 
least a 50 per cent increase in their appro- 
priation, to obtain additional trained and 
qualified personnel for the purpose of 
making proper investigations and conduct- 
ing speedy hearings on gas rate applica- 
tions filed with the Federal Power 
Commission by all natural gas companies 
under their jurisdiction.” 

—Report of Special Committee to 
Study Natural Gas Rate Prob- 
lems, Crawford L. Pilcher of 
Georgia, chairman. 


in the Electric Industry 


tion to the responsibilities and actions of 
other governmental agencies which may also 
be involved.” 
—Report of the Committee on Nu- 
clear Energy in the Electric 
Industry, George P. Steinmetz 
of Wisconsin, chairman. 


On Railroad Problems 


“i Railroad Problems Committee 
was continued in existence through 
this year for the principal purpose of initi- 
ating and progressing study of the work 
rules controversy between the railroads and 
their operating unions. The agreement of 


the carriers and their employees to submit 
the matter to the presidential commission 
and the declination of the prior offer of this 
committee to conduct an identical study, 
precludes the committee from performing 
that assigned function. However, there has 
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been no diminution in the seriousness of this 
problem and, as reviewed above, there are 
possibilities that the presidential commission 
study can prove not only ineffectual but 
actually harmful if not conducted in an at- 
mosphere free from political influence and 
by personnel fully qualified to represent the 
interest of the public as well as that of man- 
agement and labor. It is also possible that 
the presidential commission procedure could 
end in a further stalemate and thus require 
some other approach to the solution of this 
vital problem. In any event, there is a like- 


e 


lihood that the state commissions, either 
individually or, as a group, will be called 
upon to participate in the presidential com- 
mission study since state laws and rules will 
be involved, and it would be most helpful 
to have a group immediately available to 
represent the state commissions if such ne- 
cessity arises.” 


—Report of the Special Committee 
to Study Railroad Problems, 
Walter R. McDonald of Georgia, 
chairman. 


On Railway Mergers 


ai! HEORETICALLY anyway, the duplica- 
tions and waste could be wholly 
eliminated if the nation’s railroads were con- 
solidated into a single system. Assuming 
such a giant, single nation-wide system could 
be put together, which could be accomplished 
only by compulsory legislation, its efficient 
management certainly would be a job for 
supermen. 

“It is easy to believe that the manager 
of such a giant enterprise might find himself 
in the position of the mythical centipede 
which went into nervous shock when asked 
to examine the sequence by which it moved 
its legs. So far as I know the single system 
motion has no substantial support today. 

“Arguments in opposition to the con- 
‘solidation of railroads into six or seven huge 
systems, or some like number, run some- 
thing like this: 

“That the intimate attention which good 
executives of compact railroad properties 
can give to the details of management may 
be worth as much, from the point of view 
of economy, as the savings made possible 
by great consolidations, 

“That savings on any large scale would 


e 


involve a concentration of traffic over the 
best routes, which would leave on secondary 
rail channels many communities and dis- 
tricts now located on main rail highways of 
commerce. 

“That such a plan would deprive a multi- 
tude of communities of railroad competition, 
but leave others in enjoyment of it. 

“That the present uneven distribution of 
competition would be accentuated, with en- 
hanced danger that population and business 
would tend to concentrate at the favored 

ints. 

“Certainly these are matters that must 
receive serious consideration, particularly in 
any large-scale merger proposals. But they 
must be viewed in light of the nation’s shift- 
ing, complex economic structure and the 
transport capabilities and economies of the 
different modes of carriage. This, of course, 
is just another way of saying that the public 
interest must be given paramount consid- 
eration in these matters.” 


—KeENNETH H, Tuccte, 
Member, Interstate Commerce 
Commission. 


On Rate of Return 


CCN the determination of fair return 

many approaches were used, most of 
them being generally recognized principles. 
The courts again created some confusion. 
We call attention to the Louisiana supreme 
court decision in the case of Southern Bell 
Telephone & Telegraph Company v. Louisi- 
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ana Public Service Commission in which 
the court rejected the end result theory, and 
said the end result achieved by using earn- 
ings price ratios was discriminatory and 
directed a return of not “less than 6 per cent 
on the property rate base as revised by us.” 
See 118 So2d 372, 32 PUR3d 1. On the 
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other hand, cost of money was used by many 
commissions but was declared not the de- 
cisive factor in still other cases. See Boston 
Edison Co. Mass. 29 PUR3d 321; Southern 
Bell Telephone & Telegraph Co. Ala. 31 
PUR3d 254; Peoples Gas Light & Coke Co. 
Ill. 27 PUR3d 209; Pennsylvania Public 
Utility Commission v. Peoples Natural 
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Gas Co. Pa. 31 PUR3d 283; El Paso Nat- 
ural Gas Company, FPC, 22 FPC 260; 
— Gas & Electric Co. 57 Cal. PUC 
—Report of the Committee on 
Progress in the Regulation of 

Public Utilities, Hammond 

Fowler of Tennessee, chairman. 


On Regulatory Lag 


a is encouraging to note the general 
concern evident as to these problems 
of delay in the regulatory process among the 
federal agencies in recent actions on the 
Washington scene. The Senate Committee 
on Interstate and Foreign Commerce has 
indicated intentions to investigate the activi- 
ties of federal regulatory agencies to assist 
in finding means by which matters before 
these commissions may be brought to con- 
clusion more quickly. In addition, a presi- 
dential advisory committee is now interesting 


itself in a more satisfactory disposition of 
these problems. 

“These activities plus the interest of the 
many state commissions in a more effective 
administration of the regulatory process give 
promise of a more prompt and efficient han- 
dling of the many matters that have the 
attention of both the federal and state admin- 
istrative agencies.” 

—Report of the Committee on 
Regulatory Procedure, Joseph J. 
Brown of Nebraska, chairman. 


On Regulatory Procedures 


¢¢X7ouR committee believes also that 

Y ciiicient performance by the regu- 
latory agencies of their administrative, in- 
vestigative, and legislative functions requires 
a continuous flow of information between 
the regulatory agency and the industry con- 
cerned. The flow of essential information 
should not be cut off merely because partic- 
ular private or adversary interests were also 
being adjudicated by the agency at the same 
time. The productive power of the regu- 
latory agency to deal with broad public 
interest considerations could not be exer- 
cised as intended if this flow were cut off. 


Your committee believes that legislation 
pertaining to the regulatory agencies should 
encompass the basic premise that where an 
agency of government is given concurrent 
responsibility for continuing administrative 
functions and for certain judicial determina- 
tions as well, the institution of a proceeding 
of the latter type should not paralyze the 
broader functions which are in the general 
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public interest. 


—Report of the Committee on 
Regulatory Procedure, Joseph J. 
Brown of Nebraska, chairman. 


On Repeal of Excise Taxes 


74 Ox Congress has now postponed 

these excise taxes for another year, 
this committee feels that the association 
should continue to favor the complete re- 
peal of these taxes and is presenting a reso- 
lution to that effect.” 


“Be It Further Resolved, That this asso- 


ciation memorializes the 87th Congress of 
the United States to repeal all excise taxes 
on transportation and communications serv- 
ices at the earliest possible date . . .” 
—Report of the Special Committee 
on Repeal of Excise Taxes, 
Cayce L. Pentecost of Tennes- 
see, chairman. 
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On Safety in the Gas Industry 


(<9 HE main cause of accidents in the 

industry and affecting public safety 
is attributed to contractor damage. For 
example, during construction of pipelines, 
the striking of a main by a bulldozer has 
sometimes resulted in subsequent ruptures 
and explosions. It is suggested that legisla- 
tion in those states where none is presently 
in effect be enacted, whereby notice in ad- 


vance of construction must be given, and 
providing for a penalty for noncompliance, 
as a means of promoting safer operating 
practices during construction.” 
—Report of the Committee on 
Service and Facilities and Safety 
of Operation of Public Utilities, 
Ralph L. Fusco of New Jersey, 
chairman. 


On Telephone Safety Record 


c¢ URING 1959, the communications in- 

dustry experienced a _ disabling 
injury rate of 0.96 per 1 million man-hours. 
This is the lowest rate among industries re- 
porting to the National Safety Council. The 
Bell system completed the year with a lost- 
time, work-injury rate of 0.65, somewhat 
higher than the all-time low achieved in 
1958. 

“Off-duty safety programs have received 
increasing attention by communications com- 
panies in the past two years. The importance 
of making employees safety conscious 


‘around the clock’ is being emphasized. Off- 
duty injury statistics are beginning to show 
improvement, as programs directed to this 
problem gain support and acceptance. Par- 
ticular attention is being directed to slips 
and falls, and motor vehicle accidents, which 
account for approximately 70 per cent of 
all off-duty injuries.” 
—Report of the Committee on 
Service and Facilities and Safety 
of Operations of Public Utilities, 
Ralph L. Fusco of New Jersey, 
chairman. 


On Telephone Separations Procedures 


—* will be recalled that the continuing 
telephone regulatory problems of sep- 
arations and the existing disparity between 
state and interstate toll rates were appar- 
ently intensified by the bilateral action of the 
FCC and the American Telephone and 
Telegraph Company on June 24, 1959, which 
resulted in a $50 million reduction in inter- 
state message toll telephone rates. It was 
the collective viewpoint of this association 
that mutual adoption of refined separation 
methods would have tended to better serve 
the public interest by making it possible to 
minimize the existing toll rate disparity, as 
was well expressed by the letter of August 
7, 1959, from NARUC President Matt Mc- 
Whorter to the then chairman of the FCC, 
John C. Doerfer. 


“In view of the extensive studies of tele- 
phone separations procedures made during 
this past year and the necessity for further 
exploration thereof as evidenced by con- 
tinuing changes in operations and in the art 
of telephony, as well as by the existing dis- 
parity between state and interstate toll rates, 
the Special Telephone Committee recom- 
mends that it be authorized to continue 
studies of refinements in present separations 
procedures as to both the toll and exchange 
components of telephone plant.” 

—Report of the Special Committee 
Co-operating with the Federal 
Communications Commission in 
Studies of Telephone Regulatory 
Problems, Everett H. Krueger, 
Jr., of Ohio, chairman. 


On Retention of Records 


6& REVIEW of the retention periods re- 
quired by regulations governing the 
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preservation of records was instituted by the 
committee in 1959, This project was under- 
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taken with the co-operation of accounting 
committees of Edison Electric Institute and 
American Gas Association. As a result of 
this co-operative effort, revised Regulations 
to Govern the Preservation of Records of 
Electric, Gas, and Water Utilities were final- 
ized at a meeting of a subcommittee of your 
committee with representatives of the utili- 
ties at a meeting held in Washington, D. C., 
on October 27, 1960. It is expected that the 
staff of FPC will recommend the same 
agreed-upon regulations for preservation of 
records for adoption by that commission. 
“Time has not permitted the preparation 


e 


of the final draft of the records regulations, 
but this will be available at an early date. 
For this reason, it is recommended that ar- 
rangements be made for our Executive 
Committee to authorize adoption of the re- 
vised Regulations to Govern Preservation of 
Records upon completion of your commit- 
tee’s report on this subject. The report 
should then be reproduced by an appropriate 
process and made available for distribution 
by the secretary of the association.” 
—Report of the Committee on Ac- 
counts and Statistics, Asel R. 
Colbert of Wisconsin, chairman. 


On Transportation Legislation 


wy Bye did not approve any major 
changes in the transportation laws 
during the past year. Many and extensive 
hearings were held by various committees 
in Congress concerning proposed changes 
but they are in large part being held over for. 
further study and hearings. In the main 
these changes contemplate greater freedom 
to carriers in making rates to meet competi- 
tive situations. When one speaks of competi- 
tive conditions, however, they undoubtedly 


vary throughout the various sections of the 
United States and arise because of economic 
factors prevailing in one section that may 
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not prevail elsewhere. They concern com- 
petition as between the same type of carriers, 
or between different types of carriers. Also 
between the regulated carrier and those that 
are not regulated. It can also concern com- 
petition as between commodities, such as 
coal versus oil or gas, which commodities 
usually use different types of transporta- 
tion.” 

—Report of the Committee on 
Progress in the Regulation of 
Transportation Agencies, Ernest 
D. Nelson of North Dakota, 
chairman. 


On Transportation Problems 


74 HE commuter’s continued depend- 

ence on daily rail transportation to 
and from work is receiving active attention 
in at least two states where through local 
subsidy improved commuter service is or 
will be supplied. The subject is of major 
concern to all metropolitan areas. 

“The establishment of a national advisory 
committee on rail transportation is recom- 
mended by this committee. It is also recom- 
mended that appropriate steps be taken to 
have included on that committee representa- 
tion from the NARUC in order that our 
state viewpoint be accorded recognition in 
the committee’s studies and findings. It is 
further recommended that this committee 
watch this matter carefully and acquaint the 
association with the developments, and that 
our president and our Washington office 
stand ready to be of assistance and expedite 
these matters whenever possible. 

“Railway Express_Agency, Incorporated, 


x 


in the past has provided an important local 
and nation-wide service to the public. It has 
become necessary for the company to reor- 
ganize and rearrange its facilities to meet 
the demands of the times in order to con- 
tinue its services as a small shipment agency. 
The period of transition will be a difficult 
one. 

“It is believed that if Railway Express 
Agency falls by the wayside there will be a 
void in the field of transportation of small 
shipments, thus creating problems and diffi- 
culties of an almost insuperable nature to 
the shipping public. It is the opinion of the 
committee that our association co-operate as 
fully as possible in preventing the disinte- 
gration of this important company.” 

—Report of the Committee on 
Service and Facilities of Trans- 
portation Agencies, Clarence H. 
Noah of North Carolina, chair- 
man. 
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On Uniform Systems of Accounts 


CCPDEVISED systems of accounts were 
adopted by the association in 1957, 
for water utilities, and, in 1958, for electric 
and gas utilities. Effective January 1, 1961, 
these revised systems for electric and gas 
utilities, with certain modifications, have 
been prescribed by Federal Power Commis- 
sion for public utilities and licensees and for 
natural gas companies subject to its juris- 
diction. 
“Your committee has prepared a list of 
clarifying and editorial changes in the 


NARUC Systems of Accounts, which have 
been printed and distributed to all pur- 
chasers of printed copies of the NARUC 
systems. With these changes, a utility sub- 
ject to both federal and state jurisdiction 
may comply with the provisions of both the 
NARUC system and the FPC systems with- 
out conflict.” 


—Report of the Committee on Ac- 
counts and Statistics, Asel R. 
Colbert of Wisconsin, chairman. 


On Valuation Problems ~ 


46 —- World War II the nation’s econ- 

omy has experienced an unprece- 
dented expansion. The more recent years 
especially have been characterized by a con- 
tinuous high rate of growth accompanied 
by intensive research and development pro- 
grams of all kinds. New and improved prod- 
ucts, new and better methods of doing 
things, have appeared. The standard of liv- 
ing has reached an all-time high. 

“During this period utilities were called 
upon to greatly expand their facilities to 
meet the increased demands for service. 
Generally, utility companies took advantage 
of the opportunities offered during this 
period of growth to incorporate the products 
of research and improved techniques in 
their operations. 

“Looking toward the future, all indica- 


tions point to a continuation of the high 
plant growth rate. Research and development 
programs forecast even more spectacular 
achievements than those we have become 
accustomed to. What the impact of such 
things as the development and use of atomic 
energy and space communication will ulti- 
mately be on the economy is at present a 
matter for speculation. But there is no doubt 
there will be many new products and serv- 
ices at present unheard of and a number 
of them will overlap and compete in the 
areas traditionally served by utilities. Prices 
will probably continue to rise under the 
impetus of demands for higher wages and 
continuing high rates of taxation.” 
—Report of the Committee on 
Valuation, T. D. Kauffelt of 
West Virginia, chairman. 


Justification for Proposed Amendments to the Natural Gas Act 


“Proposed amendment to § 4(a) of the Natural 
Gas Act which seeks to outlaw these indefinite 
pricing clauses in natural gas contracts. 


CCP ITTLE need be said in justification of 
this proposed amendment. The Fed- 
eral Power Commission has long advocated 
an amendment to the Natural Gas Act out- 
lawing these inflationary pricing clauses in 
natural gas contracts. I know of no sub- 
stantial support for them, except the support 
by the very parties who unjustly profit by 
their operation. 
“The contention is made that these indefi- 
nite pricing clauses in natural gas contracts 
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are void as a matter of law. Without under- 
taking to argue the merits of this position, 
surely it would be beneficial and desirable 
to have the Natural Gas Act categorically 
prohibit them so that no further possible 
_ argument could be made in their be- 
half. 


“Proposed amendment to § 4(e) of the Natural 
Gas Act which strikes the prohibition against 
suspension of rate changes applicable to natural 
gas sold for industrial use for resale. 


“The Federal Power Commission has 
sought this legislative remedy for a number 











of years. This proposed amendment would 
close the loophole now existing in the Nat- 
ural Gas Act which prohibits the Federal 
Power Commission from suspending rate 
changes affecting natural gas which is sold 
for resale for industrial use. Experience has 
shown that this prohibition frustrates to a 
great extent efficient regulation of natural 
gas companies. 


“Proposed amendment to § 4(e) of the Natural 
Gas Act which seeks to prohibit consecutive rate 
increases resulting from the automatic operation 
of said § 4(e). 


“This proposed amendment would restrict 
the operation of § 4(e) to permit only one 
rate increase, as applied to a particular cus- 
tomer by operation of law, all other such rate 
increases by operation of law being barred 
until the Federal Power Commission had 
passed upon the reasonableness of the one 
increase in question. This amendment would 
not prohibit the Federal Power Commis- 
sion from placing in effect a filed rate in- 
crease, even though it did not pass upon the 
reasonableness of such increase. The amend- 
ment would only restrict the automatic op- 
eration of the statute as is now the case. 
Should some emergency arise, the Federal 
Power Commission would still have author- 
ity to place in effect, by specific order, any 
filed rate increase it saw fit to so place in 
effect, even though such rate increase had 
been suspended. (Re Shamrock Oil & Gas 
Corp. 31 PUR3d 84.) ... 


“Proposed amendment to § 7(e) of the Natural 
Gas Act seeking to make it jurisdictional to the 
issuance of a certificate of public convenience 
and necessity that the Federal Power Commis- 
sion make a specific finding upon the consistency 
with the public interest of the price at which 
natural gas ts sold in interstate commerce pur- 
suant to a certificate or certificates of public 
convenience and necessity. 


“This proposed amendment would write 
into the statute the spirit of the holding of 
the Supreme Court of the United States in 
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the CATCO case. Some thought is ex- 
pressed that this amendment is not neces- 
sary, but I disagree. The Supreme Court of 
the United States may change its interpre- 
tation of this particular provision of the 
Natural Gas Act when new members should 
come upon that court, or present members 
might entertain changed views. Our history 
is all too full of such regrettable changes of 
heart by the Supreme Court of the United 
States. In my judgment, this is a subject far 
too important to be left to the insecurity of 
judicial quicksands. The public interest has 
a right to be safeguarded by specific statu- 
tory prescription. This proposed amend- 
ment would do exactly that. 


“Proposed amendment to § 15 of the Natural 
Gas Act which would prescribe procedural re- 
quirements in the hearing and the disposition of 
matters before the Federal Power Commission. 


“This proposed amendment to § 15 of 
the Natural Gas Act seeks to set up uni- 
form requirements with regard to the hear- 
ing of matters before the Federal Power 
Commission and the disposition thereof. 
However, this proposed amendment con- 
tains a safeguarding provision which clearly 
provides that these procedural requirements 
are not to be construed as jurisdictional. In 
other words, the failure of the Federal 
Power Commission or of its examiners to 
comply with these requirements would not, 
ipso facto, render void the action of the 
commission or of its examiners. The main 
purpose of this proposed amendment is to 
admonish the commission and its examiners 
and the interested parties to exercise all rea- 
sonable diligence to bring matters to a speedy 
hearing and to dispose of such matters there- 
after with dispatch. Said proposed amend- 
ment attempts to do away as much as pos- 
sible with the so-called regulatory lag.” 


—Everett C. McKEAacE, 
President, California Public 
Utilities Commission. 
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Hearing on Co-op Reactor 


HEARING was to be held on Decem- 
ber 20th by Atomic Energy com- 
missioners in St. Paul, Minnesota, be- 
fore turning over a boiling water power 
reactor at Elk River to a co-operative 
to operate. 

An official of Rural Co-operative Pow- 
er Association said the $9.3 million re- 
actor was virtually complete at the end 
of November. 

The hearing, which will no doubt take 
several days, will see officers of the AEC, 
the co-op, and the builder of the reactor, 
Allis-Chalmers, present for questioning. 


The March of 


Events 


It will take several months to put the 
reactor into operation. 

The co-operative, it was said, proba- 
bly will start getting nuclear-produced 
steam some time in March. After the re- 
actor starts operating at full power and 
after a 28-day acceptance test, skilled 
co-op technicians will gradually take over 
from Allis-Chalmers. 

The reactor will be capable of generat- 
ing 22,000 kilowatts of electricity—and 
probably more—based on the AEC’s ex- 
perience with its own boiling water re- 
actor at Argonne National Laboratories 
near Chicago. 


California 


Supreme Court Rules on Gas 
Sales 


On sales by pipeline direct from the 
producer to a single industrial cus- 
tomer are not subject to state regulation, 
according to a recent ruling of the U. S. 
Supreme Court. By its action the highest 
court in the land upheld the California 
supreme court, which ruled in the same 
way in July. 

The commission ruled that a contract 
between Richfield Oil Corporation and 
Southern California Edison, agreed to 
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in 1959 to supply southern California 
with a large supply of gas, was subject 
to regulation and required a permit on 
the part of Richfield Oil. Upon appeal 
to the state supreme court it was found 
that a company only comes under regu- 
lation if it has “dedicated” its gas re- 
serves to public use and that Richfield 
had not. 

The court refused to class Richfield 
as a common carrier and hence a pub- 
lic utility since its sales were to one 


company only. 





THE MARCH OF EVENTS 
Colorado 


Co-op Hydro Power Purchase 


HE Department of the Interior re- 
ports that the Colorado-Ute Electric 
Association has agreed to buy the hydro 
power output from the Bureau of Recla- 
mation’s Collbran project. 
The association is a generation and 
transmission co-operative organized and 
composed of certain rural electrification 


associations entitled to preference in the 
purchase of federal project power under 
government law. 

First power to be delivered to the asso- 
ciation will probably take place in No- 
vember of 1961. Total installed capacity 
of the two power plants involved is 13,- 
500 kilowatis, with an estimated annual 
net generation of about 66 million kilo- 
watt-hours. 


Kentucky 


Aircraft Engine Pumps Gas 


~~: gas is now being pumped by 
a Pratt & Whitney aircraft jet en- 
gine in the hills of Kentucky. The East 
Hartford, Connecticut, company, in an 
attempt to diversify its business, has en- 
tered the industrial power field. 

The jet engine used to pump natural 
gas was modified for its purpose and 
powers a new Cooper-Bessemer gas in- 
dustry turbine of the Columbia Gulf 
Transmission Company which is plan- 


ning to pump at the rate of 600 million 
cubic feet a day from Possum Trot, Ken- 
tucky. 

Pratt & Whitney officials are optimistic 
about the new development as they feel 
it has great potentials, might even some 
day account for 10 per cent of the com- 
pany’s business. 

Also now being explored is the use of 
other aircraft engines as power plants for 
the oil, chemical, and electrical industries, 
it was reported. 


Michigan 


Gas Rate Hike OK’d 


HE Michigan Public Service Com- 
mission has approved a $7.5 million 
increase in gas rates for Michigan Con- 
solidated Gas Company. The new rates 
became effective early in December. The 
increase meant that the average house- 
heating customer pays $8.80 more a year 
and customers using gas for cooking, wa- 
ter heating, and other domestic purposes 
pay $4.33 more a year. 
The increase is less than half the 
amount asked for by the company. And 
considerable disappointment was ex- 


pressed by Michigan Consolidated’s vice 
president, Hugh C. Daly, at the allowed 
amount. 

He stated it would not permit any 
higher earnings on common stock and 
would probably result in a lower re- 
turn to investors. The company had asked 
for a rate of return of 7.5 per cent, but 
the amount granted was only 6.66 per 
cent. 

In the opinion of the commission, how- 
ever, the increase was deemed enough 
to permit the company to attract addi- 
tional capital on reasonable terms. 
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New York 


Power Contracts Submitted 


ane contracts for allocating the 
power from the Niagara river project 
have been sent to Governor Rockefeller 
whose signature must be obtained to make 
them valid. The project is expected to be 
ready for operation next February and 
will involve the generation of 1,917,100 
kilowatts, most of which is to go to three 
private utility companies. Eight munici- 
pal and rural electric co-operatives will 
share 42,000 kilowatts. 

Niagara Mohawk Power Corporation 
is to get the lion’s share—1,190,000 kilo- 
watts—while New York State Electric & 
Gas Corporation will receive 485,000 
kilowatts and Rochester Gas & Electric 
Corporation, 200,000 kilowatts. 

Robert Moses told the governor that 
the contracts he was submitting for the 
project would utilize all the power gen- 
erated and would guarantee enough reve- 
nue to cover maintenance, operation, and 
debt service. 


Rate Hearing Terminates 


14-MoNTH-LONG hearing held by the 

New York Public Service Commis- 
sion on a request by Consolidated Edison 
Company of New York city for an elec- 
tric rate increase ended with an order 
for submission of briefs and replies by 
January 31, 1961. A decision was ex- 
pected to be handed down some time next 
year. 

In January of this year the commis- 
sion granted the company an interim rate 
increase of $14 million but the company 
asked for another increase in October. 
Consolidated Edison contends it should 
make a return of 6.75 per cent to 7 per 
cent on its investment. The 1959 return 
from its electric sales was 5.29 per cent. 

The revenues obtained by the com- 
pany in 1959 were $490 million. In order 
to earn a 6.5 per cent rate of return, it 
was estimated the company would need 
$26 million more in revenues than it 
received in 1959. 


Pennsylvania 


Seeks 6 Per Cent Rate 
Increase 


— NaTuRAL Gas Company has 
asked the public utility commission of 
Pennsylvania for authority to increase its 
rates by $4.3 million a year for 260,000 
western Pennsylvania customers. It said 
it needs this much more to cover higher 
operational costs. 

If the amount is granted, it would 
cost heating customers an average of 
97 cents a month more and nonheating 
customers about 28 cents a month addi- 
tional. 

Last June Peoples was given a $1,458,- 
000 rate increase which was to offset 
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higher prices paid by the utility to two 
wholesale pipeline suppliers. 

The treasurer of Peoples Gas stated 
that the requested $4.3 million increase 
being sought would be the first raise since 
1958 that the company has asked where 
a combination of higher costs for labor, 
materials, and maintenance was involved. 
All other increases over the past two 
years, he said, were to cover higher prices 
charged for wholesale gas supplies. 

The company asked that the new rates 
go into effect February 1, 1961, but the 
public utility commission will undoubted- 
ly suspend the new rates pending an in- 
vestigation. 




















Electric Plant Sold 


Sen borough of Etna, near Pitts- 
burgh, Pennsylvania, sought and ob- 
tained approval from the public utility 
commission to sell its municipal electric 
plant. The buyer was Duquesne Light 
Company. The new operation of the plant 
will mean a saving to each of the bor- 
ough’s 1,871 customers of $1.75 monthly. 

The plant had been plagued by opera- 
tional headaches for years because the 
equipment had deteriorated and needed 
repairs and replacement. So after fifty 
years of the power business, Etna bowed 
out with relief. 





Rate Hike Ordered 


HE city-owned Magnolia Gas System 

of Houston has been ordered by 
council to raise its commercial rates 
which will apply to more than, 1,000 
concerns which hitherto have been getting 
domestic rates. Under the new rates a 
minimum bill of $1.90 is charged for 
the first 400 cubic feet. 
No action was taken on domestic rates 


Rate Boost Suspended 
HE Federal Power Commission has 
suspended a proposed $3.5 million 
annual wholesale natural gas rate increase 
sought by the Hope Natural Gas Com- 
pany of Clarksburg. 

The higher rates were to have gone 
into effect December Ist, but the com- 
mission decided to hold hearings, mean- 
while suspending the rates until May 1, 
1961. 

Hope based its need for the 5.8 per cent 
raise on increases in purchased gas 
costs and also claimed the loss of sub- 
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Texas 


West Virginia 


Philadelphia Gas Rates 
Maintained 


ieee Philadelphia Gas Commission has 
voted unanimously to continue the 
present rates on gas through 1961. The 
commission chairman said the rates were 
kept at their present level with the full 
expectation that the city would increase 
its rental fee from $5.2 million to $7.2 
million. 

He said it was likely that the same 
rates might even continue in 1962, but 
what would occur after that was anyone’s 
guess. The present gas rate of Philadel- 
phia is only 75 cents a month minimum. 


for residential users, but it is expected 
that these rates will be boosted soon, also. 


The new commercial rates, it was re- 
ported, are the same as charged by United 
Gas and Houston Natural Gas corpora- 
tions. Under a new ordinance voted by 
council, two commercial rates which were 
being billed to only 55 of the city’s larger 
industrial customers have been elimi- 


nated. 





stantial sales volume. At the present time 
the company has three other rate filings 
pending before the FPC—together to- 
taling about $10.9 million a year. These 
increases have been in effect, subject to 
refund, for varying periods, starting in 
December, 1954. 

The FPC said the new asked-for in- 
crease by Hope “may be unjust, unrea- 
sonable, unduly discriminatory or pref- 
erential, or otherwise unlawful.” No hear- 
ing date had been selected upon an- 
nouncement of the suspension early in 
December. 
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Trends and Topics 


Consideration of Earnings-price Relationships 
In Fixing Return Allowance 


.__ relationship of market prices of stocks to earnings cannot be over- 
looked in determining the cost of equity capital as a factor in fixing a 
proper rate of return. Commissions have considered earnings-price ratios 
because of the necessity of maintaining a rate of return at a level sufficient 
to attract capital to utility enterprises. “Rate of Return,” by Ellsworth 
Nichols, p. 317. The Federal Power Commission, in its recent opinion on 
rates of Southern Natural Gas Company (35 PUR3d 179), said that the 
investors’ appraisal of the risks inherent in the enterprise and the return 
which he requires in the light of this appraisal are basic to a determination 
of the allowance for common equity, and the commission, as a matter of 
practice, has always looked to earnings-price ratios as an indication of such 
investor appraisal, 

Several decisions in which consideration was given to earnings-price rela- 
tionships during recent years have been reported, as, for example, in Dela- 
ware (21 PUR3d 417), Kansas (34 PUR3d 257), Louisiana (32 PUR3d 
1; 34 PUR3d 78), Mississippi (16 PUR3d 415), Ohio (17 PUR3d 1), 
Pennsylvania (33 PUR3d 503), Utah (32 PUR3d 321), Vermont (35 
PUR3d 100), and Washington (33 PUR3d 113, 433). It is often said, how- 
ever, that price-earnings ratios are not controlling but must be used skillfully. 
Such ratios have been called a valid and useful tool (27 PUR3d 238). 

The Tennessee commission could not accept as conclusive such a factor as 
earnings-price ratio but said it must consider it as a part of the overall picture. 
Changes in market prices, the commission noted, result from conditions over 
which neither the commission nor any utility or person has any control, such 
as the President’s health, wars between foreign countries, or depressed busi- 
ness conditions (12 PUR3d 170). 

The Indiana commission said that confidence in a security in a free market 
is a subtle intangible built over a period of time by a stable dividend record 
more than by spectacular earnings records. Stability of earnings and con- 
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servative pay-out ratios, the commission added, are prerequisites of an ample, 
yet uninterrupted, dividend record (8 PUR3d 518). 


Other Factors May Outweigh Earnings 


The Federal Power Commission, in the Phillips Petroleum Company case 
(35 PUR3d 199), noted that earnings-price ratios have pronounced draw- 
backs in some proceedings. Investors are interested in contemporary earnings, 
but they may be interested in other things as well, such as future earnings, 
possible discovery of large reserves, tax advantages, a hedge against inflation, 
so that the market price may reflect factors other than earnings. This was 
apparently true in the Phillips case, for the record showed that while the 
earnings on book value of independent producers’ equity had declined some- 
what from 1949 through 1955, market prices of their stocks had risen sub- 
stantially. 

Furthermore, it was plain that potential investors in Phillips were not 
greatly influenced by Phillips’ position in the gas business, since but 6 per 
cent of its gross income came from this source. The commission concluded 
that while, as it said in the Southern Natural Gas case, the study of earnings- 
price ratios over a period of years may properly be used with judgment, 
together with other factors, this was not a case where earnings-price ratios 









should be a controlling factor. 












Review of Current Cases 


Commission’s Power Limited by Charter in Passing 
Upon Water District Rates 


-_ Maine supreme court ruled that 
the state commission must pass upon 
rates fixed by the trustees of the Auburn 
Water District and in doing so must take 
into account conditions contained in the 
district’s charter granted in 1923. The 
conditions provide that the city of Auburn 
should pay $3,000 per year for service 
and that the district’s bonds should be 
limited to a 30-year life. Rates fixed by 
the trustees are made subject to commis- 
sion approval. 

The commission considered the $3,000 
charge, fixed in 1923, inadequate and 
inequitable. It also objected to the fair- 
ness of requiring water users to pay off 
bonds over a much shorter period than 
the life expectancy of the property for 





which they were issued. The commission 
took the position that these conditions 
made it impossible for it to set reasonable 
rates. The court observed that usual prin- 
ciples governing the regulation of rates 
of privately owned utilities did not op- 
erate in this case. There was no problem 
of a proper rate of return. The district 
merely required sufficient income to meet 
current expenses and maintenance, with 
provision for necessary extensions and re- 
newals, and payment of interest and in- 
debtedness. Even if the charge for service 
to the city and the limited bond life were 
inequitable, the court questioned the au- 
thority of the commission to correct the 
legislature’s action. The commission has 
only delegated authority, and the legisla- 
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ture may limit the commission’s power as 
it sees fit. Auburn Water District v. 


Maine Pub. Utilities Commission et al. 
163 A2d 743. 


Acquisition Cost Recognized in Rate Base 


HE Maine supreme court sustained 

the commission in its determination 
(29 PUR3d 113) of a fair rate of re- 
turn of 5.75 per cent for Central Maine 
Power Company. Since there was ample 
evidence in the record to support the 
commission’s allowance of 5.75 per cent 
and since the company failed to sustain its 
burden of demonstrating confiscation or 
violation of a constitutional right, it could 
not prevail in its effort to win a higher 
rate of return. 


Properties in the. Rate Base 


On the other hand, the company won 
modifications of the commission’s order 
relating to exclusion of certain properties 
from the rate base, and the case was re- 
manded for necessary adjustments. The 
commission is required by statute to fix 
a reasonable value on all the property of 
a utility “used or required to be used” in 
serving the public. In arriving at a rea- 
sonable value, the commission is required 
to consider original cost, acquisition cost, 
and any other pertinent factors except 
current value. 

The court held that the commission 
erred in excluding electric properties ac- 
quired by Central Maine in 1920 at book 
value from another company which, in 
acquiring the property earlier, wrote up 
the value on its books. There was no evi- 
dence to negate arm’s-length dealing on 
the part of Central Maine, nor had Cen- 
tral Maine issued any speculative securi- 
ties. The commission had previously given 
its assent to the acquisition as beneficial 
to all concerned. At the time of this rate 
proceeding, the property was in operation 
and necessary to the public service. The 
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court observed that inflation by this time 
must have substantially neutralized the 
45-year-old write-up. 

The court also ruled against the com- 
mission’s exclusion of the acquisition cost 
of other properties acquired by merger 
pursuant to orders of the Securities and 
Exchange Commission. The federal or- 
ders presupposed that the price fixed was 
adjudged prudent by the federal author- 
ity. Furthermore, there was no evidence 
of private speculation by Central Maine, 
and the legality of the acquisition was be- 
yond question. Again, these properties 
were in operation in the public service. 

Riparian lands and water easements 
acquired by the company, on advice of 
legal counsel, in connection with a hydro 
station were held to be includable in the 
rate base, contrary to the commission’s 
view. This property was considered “used 
or required to be used.” 

But the commission was sustained in 
excluding a substantial amount carried on 
the books for lands acquired long ago 
through a land company, involving com- 
mon directors and stock transactions 
which were not altogether clear. Central 
Maine, though put on notice that the land 
company transactions must be clarified, 
failed to demonstrate the original cost or 
the reasonable value of these properties. 


Working Capital Requirement 


Since a number of properties were re- 
quired to be included in the rate base, 
with the added necessity of maintaining 
them, and because of inadequate and un- 
certain evidence as to the materials and 
supplies requirement, the matter was re- 
manded to the commission for determina- 
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tion upon further evidence to be supplied 
by the company. 

The company suggested that the deduc- 
tion from working capital for tax ac- 
cruals should be the minimum balance of 
accruals for federal income taxes in the 
test year. The commission used the aver- 
age monthly balance, which was lower, 
and this determination was sustained. 


Expense and Revenue Adjustments 


The average amount spent by the com- 
pany for maintenance of a power station 
in a five-year period just prior to 1958 
was allowed as maintenance expense for 
the station. In 1958, the pro forma year, 
the company spent a large sum to strength- 
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en the foundation of the powerhouse. It 
contended that this expenditure was a 
maintenance repair rather than construc- 
tion or replacement, while the commission 
regarded it as nonrecurring and without 
significance in maintenance expense for 
rate making. The court found no error or 
inequity in the commission ruling. 

The court also sustained the commis- 
sion in adjusting net income for the pro 
forma year to correct for the 1958 re- 
cession. In weighing the evidence on this 
question, the commission properly drew 
upon its technical competence and special- 
ized knowledge. Central Maine Power 
Co. v. Maine Pub. Utilities Commission 
et al. 163 A2d 762. 


Court Upholds Substantial Deposit Required as 
Prerequisite to Continued Telephone Service 


é is Vermont supreme court upheld 
the Home Telephone Company in re- 
quiring a subscriber to deposit $500 as a 
prerequisite to continued residential serv- 
ice. The court set aside a commission 
order which directed the company to re- 
instate telephone service following dis- 
connection for failure of the subscriber 
to pay the deposit. 

The company justified its action under 
a filed rate and regulation schedule which 
allowed a deposit to be required of a 
residential subscriber equal to the esti- 
mated charges for a three-month period. 
The purpose of the provision was to safe- 
guard the company against loss of charges 
at such time as service may be terminated. 
It appeared that the bills for a three- 
month period of service to the subscriber 
in this case amounted to more than $500. 
The commission found, however, that the 
$500 deposit requirement was unreason- 
able. It also determined that the company 


had a duty to demonstrate that the sub-— 
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scriber’s credit was bad before invoking 
the deposit provision. 


Regulation Properly Applied 


The court ruled that the company had 
a right to, and did, invoke the regulation 
according to its terms, and that the rea- 
sonableness of the estimate was confirmed 
by the findings. Since the deposit require- 
ment was imposed in accordance with the 
regulation, which had been duly filed and 
established, the commission’s determina- 
tion that the deposit requirement was 
unreasonable was not supported by the 
facts. 

The court also overturned the com- 
mission’s holding on the question of credit 
investigation as a prerequisite to the ap- 
plication of the regulation. To require 
the company to demonstrate bad sub- 
scriber credit before invoking the deposit 
requirement, said the court, would be to 
alter the regulation materially. Such a 
limitation is neither implicit in the regula- 
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tion nor necessarily required by standards 
of reasonableness and nondiscriminatory 
treatment. The commission has no power 
to initiate a rate change or order a rate 
schedule amended unless the issue is 
raised in proceedings designed to give 
notice to all interested parties that rate 
schedules are to be dealt with. 

To put the burden on the regulated 


company to establish its right to invoke 
any duly filed and established rate regula- 
tion on each occasion of its use would 
nullify the notice protection provided by 
law and set the statutory procedures at 
naught, said the court. Such a burden 
imposed on the company could lead to 
endless rate litigation. Carpenter et al. v. 
Home Teleph. Co. 163 A2d 838. 


Commission Rules on Zone Rates, Restoration Charge, 
Foreign Exchange Service, and Hearing Aid 


HE Florida commission, after an in- 

vestigation on its own motion of 
the earnings of Southern Bell, ordered 
the company to make certain rate adjust- 
ments. The commission pointed out that, 
though the adjustments would curtail 
revenues, the company would still be 
earning in the neighborhood of 7 per 
cent on the rate base it had found reason- 
able. 


Zone Rates 


The company was directed to establish 
a zone rate plan in lieu of existing mile- 
age charges assessed against subscribers 
living beyond the base rate area. There 
had been growing dissatisfaction on the 
part of the public, the utility, and the 
commission with the system of charges 
based upon 42 cents for each quarter mile, 
in addition to the base rate. 

Under the zone plan, the mileage 
charges would be uniform throughout the 
state for corresponding zones, For ex- 
ample, in Zone A, the mileage charge 
would be 42 cents for individual line sub- 
scribers, one-half of that amount for two- 
party subscribers, and one-half the two- 
party subscribers’ rate for four-party 
subscribers. For Zone B, the mileage 
charge for individual line subscribers 
would be 8 cents, for Zone C, $1.68, for 
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Zone D, $2.94, for Zone E, $4.62, and 
for Zone F, $6.72. Zone A would embrace 
subscribers within one mile of the base 
rate area, Zone B would cover between 
one and two miles from the base rate area, 
Zone C between two and four miles, Zone 
D between four and six miles, Zone E 
between six and eight miles, and Zone F 
more than eight miles. 


Restoration of Service 


The commission ordered the company 
to eliminate a service charge for restora- 
tion of service which has been suspended. 
The charge was no longer justified, in 
the commission’s opinion. Elimination 
would cost the company in the neighbor- 
hood of $30,000 annually. 


Foreign Exchange Service 


The present tariffs of the company con- 
tained a restriction prohibiting foreign 
exchange service between exchanges 
presently having extended-area calling 
privileges, Elimination of the restriction 
was justified, the commission believed, 
because with the population explosion the 
state had experienced during recent years, 
and which was continuing at an ac- 
celerated rate, the community of interest 
between subscribers and various exchange 
areas had taken on a concept which was 
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far different from that usually recognized 
in geographical locations where the popu- 
lation was more static. 


Impaired Hearing Aids 


The company had been making a 
monthly charge of $1.25 for special tele- 
phone sets used by people with impaired 
hearing. 

While the commission recognized the 
justification for special charges for 
special equipment, it also recognized 
that the charge should be reduced in most 
cases as the cost of the special equipment 
was recovered, and finally eliminated al- 
together unless the nature of the equip- 
ment required special maintenance not 


ordinarily experienced with conventional 
equipment. For the time being, the com- 
pany was ordered to reduce its $1.25 
monthly charge to 50 cents. 


Switching Units 


In certain communities, the company 
was directed to establish local exchange 
service operations and eliminate switch- 
ing units. In other communities, the 
company was directed to extend the base 
rate areas. Three months’ time was con- 
sidered ample for extension of the base 
rate areas and establishment of the zone 
rate plan. Re Southern Bell Teleph. & 
Teleg. Co. Docket No. 6166-TP, Order 
No. 3049, November 7, 1960. 


Commission Upheld in Denying Jurisdiction over Telephone 
Pole Attachment Service for TV Transmission 


‘Le New York supreme court has up- 
h 


eld the position of the state com- 
mission, which ruled (28 PUR3d 410) 
that it had no jurisdiction to regulate 
New York Telephone Company’s rates 
and practices under a pole attachment 
contract with a television antenna com- 
pany. Ceracche Television Corporation 
“pipes” television signals from a hilltop 
antenna, through transmission wires at- 
tached to the telephone company’s poles, 
to individual householders in the vicinity 
of Ithaca, 

The television company contended that 
since the telephone company is subject 
to the jurisdiction of the commission as 
a utility, the attachment of the television 
transmission wires to the utility poles 
brings the relationship of the two con- 
tracting parties within the jurisdiction of 
the commission. The television company 
asked the court to direct the commission 
to assume jurisdiction and regulate their 
relationship. 


Statute Limits Jurisdiction 


The court pointed out that the jurisdic- 
tion of the commission is strictly limited 
by statute. The scope of such jurisdiction 
contained in the Public Service Law is 
the regulation of the business of tele- 
phonic communication for hire. Patently, 
said the court, the picking off-the-air 
standard broadcasts of commercial tele- 
vision stations and by amplification trans- 
mitting them over wires directly to house- 
hold patrons is not in any sense telephonic 
communication. And the rental of the 
utility pole space to the television com- 
pany is not part of the public service 
performed by the telephone company. It 
is not within the jurisdiction of the com- 
mission. 

No Discrimination 

Just prior to the television company’s 

complaint to the commission, the tele- 


phone company had withdrawn permis- 
sion for the television company to carry 
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Ithaca College broadcasts over the wires 
attached to the utility poles. The contract 
did not encompass this use of the trans- 
mission wires, and permission had been 
granted in the first instance subject to 
withdrawal at any time. 

The court found no question of dis- 
crimination in this situation. The grant- 


ing or withholding of such permission 
could not be directed by the commission 
or by the court. Neither could the reasons 
for the telephone company’s decision to 
withdraw its permission be appraised by 
the court. Ceracche Television Corp. v. 
New York Pub. Service Commission et 
al. July 1, 1960. 


Residential Electric Rate Applied to 
Public Housing Tenants 


_ Illinois supreme court upheld the 
commission in approving an electric 
rate regulation which denies service to a 
government housing authority at the gov- 
ernment service rate. Under the latter 
rate, resale of electricity is prohibited. 
The regulation, which relates to future 
projects, will subject tenants of the hous- 
ing project to residential rates, just as any 
other residential customers are charged. 

Heretofore, the housing authority, 
served under the low government service 
rate, has furnished each family in the 
project with the amount of electricity and 
other utility services necessary to an ade- 
quate standard of living as an incident of 
tenancy. To prevent excessive consump- 
tion, the authority has metered the elec- 
tricity used by each tenant and imposed 
a penalty charge for excessive consump- 
tion, 

The court has previously recognized 
that public housing authority projects are 
for a government purpose, when the 
question was raised in connection with 
tax-exempt status, the power of eminent 
domain, and the power to expend tax 
funds for public housing. But this de- 
termination does not control the applica- 
bility of the government service rate for 
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electricity. THe problems of rate making 
are different, it was pointed out,’ and their 
solution depends on other policy con- 
siderations. 

Tenants of government housing use 
electricity in the same manner and for 
the same purposes as do the tenants of 
other multiple-occupancy buildings. In 
developing a uniform rate system in 
which similar charges are imposed upon 
similar categories of users, the commis- 
sion was justified in focusing upon the 
purely domestic aspect of the uses made 
of electricity by the tenants. 

It was argued that the authority should 
be allowed the government service rate 
for its projects because other government 
agencies, such as military bases, are billed 
at that rate although some of their elec- 
tricity is used in private dwellings. The 
court noted, however, that housing pro- 
vided on military installations is for per- 
sonnel engaged directly in government 
service for the convenience of the federal 
government. Consistency does not require 
the same treatment for public housing 
tenants who are members of the general 
public. Chicago Housing Authority v. 
Illinois Commerce Commission et al. 169 
NE2d 268. 
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Bell Subsidiary’s Income Tax Expense 
Allowance Adjusted 


HE South Dakota commission ad- 
justed the federal income tax expense 
of Northwestern Bell, an operating com- 
pany which is a member of AT&T. 
This was done in order to reflect a re- 
duction for the tax effect of the operating 
company’s proportionate share of the en- 
tire system’s interest cost. 
Increased rates granted would produce 
a return of 6.25 per cent on the average 
net investment rate base. Plant under 
construction was excluded from the rate 
base, and working capital was allowed 
only to the extent of cash on hand. 


Average Rate Base 


The commission adopted and used an 
average year test period instead of the 


end-of-the-year rate base advocated by 
the company. It deemed the former more 
appropriate for testing the adequacy of 
rates, and noted that the state supreme 
court (30 PUR3d 289) had concurred. 
It is the plant in service throughout the 
test year from which revenues are de- 
rived, the commission pointed out, and to 
reach a fair judgment of rates to be es- 
tablished or of existing rates it is proper 
to relate earnings for the test year to an 
average rate base. The commission was 
not required to calculate the rate base as 
of the end of the test year, and was not 
bound to follow its past practice of using 
a year-end rate base. Re Northwestern 
Bell Teleph. Co. F-2628, November 22, 
1960. 


REA-financed Telephone Utility Return 


i b= Wisconsin commission granted 
increased rates to an REA-financed 
telephone company which would produce 
a return of 3.8 per cent on the net book 
value rate base. The commission did not 
consider the return unreasonable. 

The maximum rate of return which 
such a utility should be permitted to earn 
is related to the financing, the commission 
pointed out. Normal ratios of equity capi- 
tal to total capitalization are distorted by 
the policy of the REA to promote ade- 
quate telephone service in submarginal 
areas where normal financing is not avail- 
able. 

Furthermore, the interest rate of 2 


per cent is approximately one-third of the 
prevailing interest rate on funds obtained 
from normal channels. 

The applicant was a closely held utility 
and it was difficult to ascertain the cost of 
common stock equity. Public offerings of 
common stock of small closely held tele- 
phone companies are rare, the commis- 
sion said. It was apparent that the risk 
created by the dilution of equity was 
partially offset by the nature and purpose 
of the debt financing. It was also true that 
minor variations in earnings would result 
in large percentage fluctuations in return 
on equity. Re Shell Lake Teleph. Co., Inc. 
2-U-5388, October 27, 1960. 


Failure to Oppose Does Not Alter Burden of Proof 


. i ‘HE New York commission, in deny- 
ing an application for a common 


motor carrier certificate to transport 
household goods, pointed out that the 
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failure of existing certificate holders to ap- 
pear in opposition raises no presumption 
against the ability of such carriers to per- 
form the proposed service. Neither is the 
applicant relieved of the burden of meeting 
the statutory requirements for the issuance 
of a certificate. These are public con- 
venience and necessity and fitness and 
ability. 

The evidence safely supported a finding 
as to the applicant’s fitness and ability. 
However, pointed out the commission, it 
could not accept the proposition that fit- 
ness and ability alone equated to public 
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convenience and necessity. The record was 
bare of any evidence of a need for the 
proposed service that could not adequately 
be met by existing authorized carriers. 
The applicant’s sole proof in regard to 
the need for its service was a list of calls 
or inquiries. Such evidence can be a two- 
edged blade, said the commission, if, as 
in this case, there is no showing that the 
services of the carriers who ultimately 
handle the required movements are in- 
sufficient or unsatisfactory. Re J. J. Car- 
roll, Inc. Case MT-7224, November 9, 
1960. 


Criminal Court Acquittal Not Determinative 
Of Civil Restoration Suit 


ion New York supreme court denied 
an application for an order directing 
a telephone company to restore service to 
certain premises. The service had been 
terminated after a police raid and the 
arrest of three men in connection with an 
illegal gambling operation. The criminal 
charge against the men, of operating a 
wire room for illegal gambling, had been 
dismissed. The petitioner, the true owner 
of the business, asserted that the men 
were using the telephones without his 
knowledge and during his absence, at the 
invitation of a “manager,” since relieved 
of his duties. 

An acquittal or dismissal for any rea- 
son in the criminal court merely estab- 
lishes that guilt beyond a reasonable 
doubt of the particular charge has not 
been proved, said the court. It is not de- 
terminative of the issues in a civil pro- 
ceeding. 

Petitioner had to establish a clear right 
to the restoration of service. If, on all the 
facts and circumstances, it appeared that 
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the facilities at the premises were being 
improperly used to further illegal gam- 
bling operations, the application had to be 
denied. Improbability of the excuse given 
by the petitioner as to his lack of knowl- 
edge of the activities at his place of busi- 
ness was pointed up by the great number 
of toll calls which had been made to per- 
sons completely unrelated to the business. 
The business revolved around the buying 
and selling of magnet wire and cable. It 
had been purchased by the petitioner 
after the predecessor had gone into bank- 
ruptcy. 

The evidence showed extended use of 
the telephone lines for numerous calls to 
premises subsequently raided or having 
no possible connection with the business. 
The failure of the petitioner to respond 
by a point-by-point refutation, or to give 
actual detailed proof as to the legitimacy 
of the business and of the many calls 
made, was viewed as fatal to the applica- 
tion. Rosner et al. v. New York Teleph. 
Co. et al. 205 NYS2d 476. 
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Prior Hearing Essential to Disconnection of 
Telephone Service on Gambling Charge 


hes Delaware chancery court enjoined 
the Diamond State Telephone Com- 
pany from terminating service to the 
Delaware Sports Service prior to a hear- 
ing on the uses to which the subscriber 
put its telephone. This business enterprise, 
the plantiff in this case, claimed to be 
engaged in collecting and disseminating 
sporting news to its patrons. The tele- 
phone company threatened to discontinue 
service to this subscriber at the request 
of the state attorney general, who indi- 
cated that the Delaware Sports Service 
was using telephone service to dissemi- 
nate information for gambling purposes. 

The court ruled that it must first be 
determined exactly what type of informa- 
tion the plaintiff was disseminating before 
it could be lawfully deprived of telephone 
service, except for nonpayment of proper 
charges or other breach of contract with 
the telephone company. Nor could the 
plaintiff be barred from seeking injunc- 
tive relief by reason of alleged unclean 
hands inasmuch as the precise nature of 
its use of telephone service had not been 
established. 


Constitutionality of Statute 


The statute involved in this case di- 
rected public utilities to discontinue serv- 
ice when advised by a law enforcement 
agency that the service is being used in 


€ 


the dissemination of information in the 
furtherance of gambling or for gambling 
purposes. 

While the court found no basis in 
this case to pass upon the constitution- 
ality of other parts of the statute, it ex- 
pressed the view that this particular 
provision is invalid because it purports 
to permit the disconnection of telephone 
service without a hearing and to absolve 
the telephone company from all liability 
for damages. 


Commission Jurisdiction 


Generally speaking, said the court, 
where an administrative agency exists 
with authority to regulate a particular 
type of business, courts should stand 
aside until prior resort to such agency 
has been sought. Obviously, if the com- 
mission has jurisdiction over the attorney 
general’s complaint concerning the use of 
the telephone by the Delaware Sports 
Service, then the commission in the first 
instance must determine whether this 
telephone service may be discontinued. 
The court indicated that it would confer 
with counsel as to the jurisdiction of the 
commission to hear and act on the facts 
concerning use of telephone service by the 
Delaware Sports Service. Tollin et al. v. 
Diamond State Teleph. Co. et al. 164 
A2d 254. 


Normalization of Taxes under Accelerated 
Depreciation Reaflirmed 


AT considering extended testimony 
relating to the treatment of the tax 
effects of accelerated depreciation under 
§ 167 of.the Internal Revenue Code, the 
Georgia commission reaffirmed its posi- 


tion taken in 1955 (10 PUR3d 259) al- 
lowing normalization of taxes for rate- 
making purposes. A reserve account is 
used for deferred federal income taxes. 
The commission expressed the opinion 
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that this treatment is fair both to the rate- 
payer and the utility investor, and con- 
forms generally with accepted accounting 
principles. 

The election to use accelerated de- 
preciation for income tax purposes in- 
volves many complex considerations that 
vary with different types of utilities and 
even as to individual companies. For ex- 
ample, some utilities have plant composed 
of relatively large components while 
others have mass property accounts in- 
volving hundreds of thousands of small 
items. The decision whether or not to use 
accelerated depreciation, said the com- 
mission, must be left to those having the 
overall responsibility for managing the 
business. 


Argument for Interest-free Capital 


Georgia Power Company, the applicant 
in this case, presented an exhibit which 
set forth the approximate benefit to the 
ratepayers which results from issuing 
less securities by reason of having funds 
provided through the deferred tax re- 
serve. Taking as a typical year annual 
plant additions of $50,000 with a 30-year 
life and no salvage value, the exhibit 
showed that the average funds in use pro- 
vided from the tax deferral throughout 
the 30-year period would benefit the rate- 
payers by a total of $9,663,053 or some 
12 per cent by reason of the elimination 
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of the current cost of servicing securities 
displaced by tax deferral funds. 

The company’s witness stated that by 
normalizing the income account and ac- 
cumulating the reserves for deferred in- 
come taxes, the customers of Georgia 
Power have paid no more than if the 
company had not elected to obtain inter- 
est-free funds under §§ 167 and 168 of 
the Internal Revenue Code. As a matter 
of fact, it was contended, the customers 
are actually paying less because of the 
policy of the commission of allowing no 
return on the accumulated reserves for 
deferred income taxes. It was represented 
that Georgia Power’s election to take ac- 
celerated depreciation for tax purposes, 
under the treatment accorded by the com- 
mission, has resulted in the federal gov- 
ernment providing large sums of capital 
from which the company’s customers are 
benefiting because of not having to pay 
the customary capital charges on such 
sums, 

The witness further showed that if 
Georgia Power had to replace its interest- 
free funds presently available from de- 
ferred taxes, with a like amount of 
regular securities, the company’s rate of 
return would decline by four-tenths of 
one per cent, and a rate increase would ~ 
be necessary. Re Georgia Power Co. 
File No. 19314, Docket No. 838-U, 
October 24, 1960. 


Ex Parte Activities in CAB Case 


[i oom U. S. court of appeals refused to 
revoke, but remanded, a Civil Aero- 
nautics Board order granting American 
Airlines authority to provide nonstop 
service between New York and San Fran- 
cisco where the parties and cities in- 
volved engaged in ex parte activities. 
There had been no allegation of corrup- 
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tion on the part of any staff member or 
board member. 

The board, in considering a petition 
for reconsideration, found that no 
genuine complaint had been made that 
petitioners were attempting to corrupt 
any member of the board or its staff, or 
that it was improper for them to attempt 
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to interest members of Congress to take 
a position with respect to the proceeding 
in the manner permitted by the board’s 
rules. 

The board found that the letters 
complained of were in no sense covert 
and that they neither requested nor were 
given confidential treatment by the board. 


Further Investigation Required 


The Department of Justice had taken 
the position, contrary to that of the board, 
that the board was required to conduct 
a further inquiry into allegations con- 
cerning the actions of American and its 
responsibility for the actions of others 
in connection with alleged violations of 
the rules of the board proscribing at- 
tempts to bring pressure to bear upon 
the board or its staff designed to influence 
the board’s judgment in the case. It urged 
that the board was under an independent 
affirmative duty to ascertain the extent 
of such violations and to preserve the 
integrity of its own administrative process 
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by holding a hearing to determine all the 
relevant facts. 

The court thought the position well 
taken, and remanded the case to the board 
for the limited purpose of holding a hear- 
ing to determine whether the board’s rules 
had been violated to the extent of requir- 
ing that the order be set aside. 

Protestants had also urged that there 
had not been time for oral argument and 
that one of the members of the board 
who voted with the three-to-two majority 
did not hear the oral argument. With re- 
gard to the oral argument, the court 
pointed out that it was discretionary with 
the board, and there was no evidence to 
show an abuse of that discretion. The 
member of the board who had not heard 
the oral argument was not rendered in- 
competent to vote with the three-to-two 
majority since he had the record before 
him and the benefit of briefs, so that there 
was no abuse of discretion. United Air 
Lines, Inc. et al. v. Civil Aeronautics 
Board, 281 F2d 53. 


Civil Antitrust Suit against Broadcast 
Licensee Dismissed 


HE U. S. district court held that a 
general charge that the joint action 
of three parties, in filing a mutually ex- 
clusive application for a broadcast license, 
resulted in an unreasonable restraint upon 
interstate trade and commerce because it 
impeded and delayed the processing of the 
complainant’s application, was insufficient 
to support a civil action under the anti- 
trust laws. It was merely a conclusionary 
allegation that the conduct of the de- 
fendants was in violation of the act, 
pointed out the court, without any sup- 
porting specific factual allegations. 
Although the Federal Communications 
Act recognizes that the field of radio 


broadcast services is one of free competi- 
tion, the court said, the Federal Com- 
munications Commission is vested with 
authority to choose between applicants 
whose applications are mutually exclusive. 
Where, as in the instant case, mutually 
exclusive applications were pending be- 
fore the commission, comparative con- 
siderations as to the services to be ren- 
dered governed the application of the 
standard of public interest, convenience, 
or necessity. Such considerations could 
result in the grant of one and the denial 
of the other of two competing applica- 
tions without resulting in a violation of 
the antitrust laws. 
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The court pointed out that the FCC, if 
it is unable to make a finding, on the pre- 
liminary record, that a broadcast license 
should be granted without a hearing be- 
cause of the public interest, convenience, 
and necessity, is required to designate the 
application for hearing. A delay, oc- 
casioned solely by adherence to the statu- 
tory provisions and the procedural re- 
quirements of the commission, could not 
be construed as an unreasonable restraint 
of trade or commerce condemned by the 
antitrust laws as illegal. 
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Neither was the complainant entitled 
to damages, under § 4 of the Clayton 
Act, because it had failed to allege facts 
from which it could be inferred that it 
had sustained an injury to “business or 
property.” The plaintiff had not been en- 
gaged in a commercial venture or enter- 
prise at the time the suit was brought. 
It entertained nothing more than expecta- 
tions that it would be so engaged if the 
license were granted. Broadcasters, Inc. 
et al. v. Morristown Broadcasting Corp. 
et al. 185 F Supp 641. 


. 


Public Interest Controlling in Sale 
Of Operating Authority 


i ie E U. S. district court dismissed an 
action to set aside an ICC order 
denying a motor carrier authority to sell 
its regular route interstate operating 
rights to another carrier. If the commis- 
sion’s findings are grounded in substan- 
tial evidence, the court pointed out, the 
order may not be upset since, by statute, 
only the ICC has the responsibility of de- 
termining whether such a proposed sale 
is consistent with the public interest. 

In passing upon such an application, 
the commission could properly consider 
the previous sale of intrastate rights by 
the petitioning carrier, which had resulted 
in a split authority. This had a direct 
bearing on the question of whether the 
proposed sale was consistent with the 
public interest, notwithstanding that the 
carrier was entirely within its legal 
bounds in selling the intrastate authority 


without the commission’s approval. 

The public interest was controlling. 
The fact that the transaction would be 
to the self-interest of the carriers in- 
volved was not as important as considera- 
tion of the effect of the split authority 
on competing carriers. Enhancement of 
the buying and selling carriers’ economic 
and competitive positions, at the expense 
of competitors, adversely affected the 
public interest. 

The fact that there was no increase in 
the total number of carriers, after the 
sale of the intrastate operating rights, 
had to give way to the adverse effect on 
the public interest. The petitioning car- 
rier had failed to meet the burden of 
proving that the transaction was in the 
public interest. Navajo Freight Lines, 
Inc. et al. v. United States et al. 186 F 
Supp 377. 





Other Recent Rulings 


FCC Frequency Grants. The U. S. court 


of appeals held that the FCC need not . 
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limit its frequency grants to the environs 
of one metropolitan area where regional 




















needs, character, and interests are so 
homogeneous that a single area-wide fre- 
quency location is better. Jackson Broad- 
casting & Television Corp. v. Federal 
Communications Commission, 280 F2d 


676. 


Expedited Milk Transportation. The 
U. S. court of claims held that a railroad, 
which, at the request of the shipper, had 
expedited transportation of milk by re- 
linquishing its right to restrict shipments 
to tracks which it designated and by pay- 
ing trackage charges out of its own reve- 
nues, was entitled to recover rates under 
the tariff for freight moving in passenger 
service instead of rates under purely 
freight tariffs. St. Louis-S. F. R. Co. v. 
Juited States, 280 F2d 838. 


Evidence of Unauthorized Operation. 
The U. S. district court held that evidence 
that a motor carrier applying for enlarged 
certificate rights had exceeded the limits 
of its authority and had pre-empted the 
field by performing as a specialized car- 
rier to handle all of the freight for certain 
customers was relevant in determining 
whether there was ample, duly authorized 
service available to transport such traffic 
properly, efficiently, and economically. 
Floyd & Beasley Transfer Co. v. United 
States, 185 F Supp 390. 


Aggrieved Party. A broadcast licensee 
alleging economic injury from the FCC’s 
grant of an adjacent channel to another 
licensee by virtue of interference within its 
contour area was held insufficient to estab- 
lish the complainant as an aggrieved party 
entitled to a rehearing. /nterstate Broad- 
casting Co., Inc. v. Federal Communica- 
tions Commission, 280 F2d 626. 


Railroad Rebates. The supreme court 
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of Colorado held that a shipper may not 
recover damages in a tort action from a 
railroad as a result of a negligent mis- 
quotation of a freight rate by the rail- 
road’s agent in view of the statutory pro- 
hibition against rebates. Denver & R. G. 
W. R. Co. v. Marty et al. 353 P2d 1095. 


Parties on Appeal. The supreme court 
of Wisconsin held that a municipal water 
plant which furnished wholesale service 
to adjoining communities was not a per- 
son aggrieved and entitled to appeal from 
commission orders authorizing those com- 
munities to construct a water supply and 
distribution system and to operate as 
municipal water plants themselves, since 
the commission action did not directly 
affect its legal rights, duties, or privileges. 
City of Milwaukee v. Wisconsin Pub. 
Service Commission, 104 NW 2d 167. 


Water Rate Increase. The Missouri 
commission approved a proposed rate in- 
crease after finding that the rates would 
yield a return of about 5.14 per cent on 
a fair value rate base. Re Missouri Water 
Co. Case No. 14,469, August 31, 1960. 


Telephone Company Return. The Wis- 
consin commission considered a return of 
6.4 per cent on a telephone company’s net 
investment rate base, which would result 
from an interim rate increase, reasonable. 
Re Midway Teleph. Co. 2-U-5420, Oc- 
tober 13, 1960. 


Municipal Water Plant Return. The 
Wisconsin commission considered a re- 
turn of 5.5 per cent on a municipal water 
plant’s net book value rate base reason- 
able. Re City of Delavan, 2-U-5448, Oc- 
tober 27, 1960. 


Sewer Utility Rate Base. The Wiscon- 
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sin commission held that estimated net 
book value of utility property, plus work- 
ing capital and materials and supplies, less 
contributions, constituted a reasonable 
sewer utility rate base. Re City of Sha- 
wano, 2-U-5429, October 31, 1960. 


Reluctant Applicant. The U. S. court 
of appeals held that the CAB had not 
erred in including certain cities in a route 
award where the applicant had stated in 
its application that it would serve any 
cities the board considered in the public 
interest, notwithstanding subsequent un- 
willingness on the part of the applicant 
to serve the cities in question. North Cen- 
tral Airlines, Inc. v. Civil Aeronautics 
Board, 281 F2d 18. 


Amended Electric Certificate. The 
Wyoming supreme court held that the 
commission was justified in amending an 
electric certificate to include the corporate 
limits of a town and suburban territory 
within a radius of one-half mile where 
the evidence showed only six customers 
outside the town and within the half-mile 
radius were served by the protestant, 
while the applicant served 118 customers 
within an area of six miles from the town. 
Svilar Light & P., Inc. v. Riverton Val- 
ley Electric Asso., Inc. 355 P2d 52. 


Discontinuance of Express Offices. The 
New Jersey commission authorized the 
discontinuance of several profitable rail- 
way express agencies, operated on a com 
mission basis, near the city of Paterson 
on the condition that express pickup and 
delivery service be provided from Pater- 
son, where the change was proposed as a 
part of the agency’s reorganization pro- 
gram to eliminate overall operating 


deficits. Re Railway Express Agency, Inc. 
Docket No. 608-563, October 21, 1960. 


Carrier Permit. The Colorado com- 
mission granted an application for a 
private motor carrier permit upon a 
showing that the applicant was fit, will- 
ing, and able to perform the proposed 
service and that the grant would not im- 
pair the efficiency of existing common 
motor carriers. Re Rogers, Application 
No. 17936-PP, Decision No. 55266, 
October 24, 1960. 


Property Taken at Grade Crossing. 
The New Jersey commission held that a 
statute providing for allocation of the ex- 
pense of eliminating grade crossings “in- 
cluding damages to adjacent property” 
means property adjacent to the railroad’s 
property and does not include the rail- 
road’s property, which may be taken as 
needed in eliminating a grade crossing 
since the benefits of the project inure to 
the railroad as well as the public. Re Port 
Reading R. Co. Docket No. 602-154, 
October 26, 1960. 


Utility Status of Land Development 
Company. The New Jersey commission 
ruled that a land development company 
holding itself out to provide water serv- 
ice to a residential area under develop- 
ment and using public streets by consent 
of town authorities is a water public 
utility within the meaning of a statute 
making a water public utility one which 
operates a water system for public use 
and which does so under privileges 
granted by the state or a political sub- 
division thereof. Re L. C. Larsen Con- 
struction Co. Docket No. 607-498, 
October 28, 1960. 
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S. D. Bechtel, Jr. 
Named President of 
Bechtel Corporation 


f—EPHEN D. BECHTEL, JR. has 
¢n elected president of Bechtel Cor- 
ration, international engineers and 
nstructors with headquarters in 
I‘rancisco. The announcement 
ts made by S. D. Bechtel, who will 
jtinue as chairman of the board of 
ectors. 

The election of S. D. Bechtel, Jr. 
rks the advent of third generation 
kership into the business founded 
his grandfather, W. A. Bechtel. 
vo presidents—W. A. Bechtel and 
D. Bechtel—held this office during 
pre than six decades of the firm’s 
tivity. 

In his new position with company 
de responsibilities Mr. Bechtel will 
ntinue his. frequent trips into the 
ld and coverage of the company’s 
prldwide offices and activities from 
s headquarters in San Francisco. 



























Precision Transformer 
orporation Doubles Capacity 
In New Plant 


N November 15, 1960, Precision 
ran-former Corporation marked a 
ajcr corporate milestone with the 
en ng of its sleek and highly auto- 
ate | new plant in Centex Industrial 
ark Elk Grove Village, a suburb 
f Chicago, Illinois. 

Tle plant, occupying 50,000 square 
tet, nore than doubles both the com- 
an\ s work space, and increases pro- 
uct. on capacity by over 200 per cent. 
A ‘nouncing the ‘prospective open- 
g of the new plant, M. S. Adler, 
res. dent, said: “This streamlined 
lew manufacturing facility opens up 
lew horizons of progress and profit- 
bili'y for Precision Transformer 
or;oration. It will permit rapid ex- 
ansion of our business in serving 
€ burgeoning electric power indus- 
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Industrial Progress 


try, an industry growing at the rate 
of 7 per cent a year and projected to 
reach 1 trillion kilowatt hours by 
1963. 

Not only can the new facilities 
turn out the standard smaller sized 
dry and liquid transformers, but the 
company is now able to produce large 
specially-designed transformers sell- 
ing for $50,000 and more each. 

Precision Transformer Corpora- 
tion is a specialist in the production 
of high quality transformers designed 
to achieve maximum efficiency in the 
distribution of electric power. 


Drott 4-in-1 Buckets 
Now Available For 


Smaller And Larger 
"Payloader" Models 


THE patented Drott “4-in-1” buck- 
ets, offered exclusively on rubber- 
tired tractor-shovels by ‘“Payloader” 
units, are now available for the larg- 
est and smallest models of their four- 
wheel-drive line, according to an an- 
nouncement made by the Frank G. 
Hough Co., Libertyville, Illinois. 

With the development of a 4 cubic 
yd. capacity “4-in-1” bucket for the 
big H-120 model and a 1 cubic yd. 
bucket for the little H-30 unit, the 
complete line of four-wheel-drive 
“Payloader” tractor-shovels can be 
equipped with these versatile tools. 

These Drott “4-in-1”’ buckets make 
it possible for a “Payloader” to do: 
(1) normal excavating and loading, 
(2) bulldozing, (3) clamshell pick- 
up, and (4) scraping and grading. 
The hydraulically adjusted jaws of 
these buckets enable an operator to 
handle a wide variety of jobs which 
might normally require several spe- 
cialized machines. 

Literature and specifications on 
“Payloader” four-wheel-drive models 
and Drott “4-in-1” buckets can be 
obtained by writing to the Frank G. 












Hough Co., 958 Seventh avenue, 
Libertyville, Illinois. 


RT&E Publication 
For Electric Utilities 


A NEW quarterly publication, tech- 
nically written for the electric utility 
industry, is available from R T & E 
Corporation. 

The first issue of “Concentration”, 
just published, contains data and de- 
sign features on the company’s new 
Saf-TT-Front Terra-Tran. The pub- 
lication describes in detail the safe- 
guards and switching innovations 
built into the new pad-mounted trans- 
former design. 

For the first “Concentration” and 
all succeeding issues, write Advertis- 
ing Dept., R T & E Corporation, 
1900 East North street, Waukesha, 
Wisconsin. 


Officers Elected by National 
Electrical Manufacturers 
Association 
A. D. R. FRASER, Rome, New 
York, president of Rome Cable Divi- 
sion, Aluminum Company of Amer- 
ica, was elected president of the 
National Electrical Manufacturers 
Association at the 34th annual meet- 
ing of the Association in New York 
City recently. Mr. Fraser had been 
treasurer of NEMA for the past 
year. He succeeds N. J. MacDonald, 
Elizabeth, New Jersey, president of 
The Thomas & Betts Company, Inc. 
NEMA is the nation’s largest trade 
organization for manufacturers of 

electrical equipment. 

W. R. Persons, St. Louis, Mis- 
souri, president of The Emerson 
Electric Manufacturing Company, 
was elected vice president of the As- 
sociation, and A. E. Pringle, II, Phil- 
adelphia, Pennsylvania, president, 
The Pringle Electrical Manufactur- 
ing Company, was elected treasurer. 


(Continued on page 20) 
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DECISION 
MAKING 


Making the right executive decision 
calls for diversified scientific “know- 
how.” Helping furnish this “know- 
how” is the management and engineer- 


ing consultant’s job. 


Every company today faces complex 
problems in such fields as accounting, 
engineering, industrial and public rela- 
tions, insurance, financing, marketing, 


rates and many other areas. 


Commonwealth specialists are avail- 
able to work with your executives in 
these areas, at a fraction of the cost 
you would pay for full-time people on 


your own staff. 





Commonwealth 


SERVICES INC. ASSOCIATES INC. 


Management Consultants Professional Engineers 










New York,N. Y. Jackson, Michigan 


Houston, Texas Washington,D. C. ye: 
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LILCO Adds 185,000 KW | be 
To Port Jefferson Station yse 


LONG Island Lighting Company’s President Jog”? "t 
J. Tuohy, announced that the Port Jefferson po “® : 
station has become LILCO’s largest electric generatigf” i 
plant with the addition of a new 185,000 kilowatt clay,’ 
tric generating unit. “Now producing electricit, #g'" | 
Long Island, the $28,000,000 addition to the systa!’ ° 
brings the Port Jefferson plant up to a total cap a e 
of 475,000 kilowatts and the entire system up to 1os@te 
500 kilowatts of electric capability,” the president sa F 
Mr. Tuohy referred to the fact that LILCO is ; ic : 
brating its 50th Anniversary this year and said th emo 
‘in 1910 the company’s entire system, including :aag@RO M 
small village power houses which dotted the ar« 7 [33,75 
a generating capability of only 9,490 kilowatt yo ind 
served then about 8,000 customers. 25 years laf quion 
LILCO boasted 173,750 kilowatts of electric gene: itig@lect "i 
capability and served 149,793 customers. 7 dajfon, it 
LILCO’s capability has reached 1,256,500 kilowaiis @ivisio 
generation and serves 596,123 electric customer:. Hew ‘\ 
50 years, the population of the area served by L! Cg 01 t 
(Nassau, Suffolk, and the Rockway Peninsuia @ectior 
Queens) will have increased from 201,168 in 1910 frgest 
about 2,100,000 by 1960’s year end,” he concluded. fry — 
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G-E Appointments eal. 
THREE appointments have been announced by Jo ‘e 
J. Huether, manager-Electric Utility Industry Rel sel 
tions for General Electric. All will be located i We 
Schenectady. lige a 
Richard D. Ketner has been named manager-Indu Bat 


try Relations Electric Utility Commercial and Publff, Li 
Relations Components. 

Richard Cutts, Jr., has been appointed managef,, 
Industry Relations Electric Utility Engineering, Oj 
eration and Construction Components. * 

Elmer N. Chilberg has been named specialist-Indu re 
try Programming and Services. 

Main objective of the operation is to establish anf... 
develop close relations with all segments of the utilitf.. .,. 
industry and associated engineers and constructor day 
Mr. Huether said. 
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Arizona Public Service to TI 


Build 65-mile Line by 


ARIZONA Public Service Company will build a 65%" 
mile, 230,000 volt transmission line from Cameron t@'" 
Page, it was announced recently by Richard Hulse nd 
Navajo division manager. 

Mr. Hulse said that the project is the first leg off 
an eventual transmission interconnection between hi¥*?! 
company and the Utah Power and Light Comp:ny dvi 
Plans for the interconnection were announced by th he 
utilities several months ago. e 

Cost of the project is estimated at $2 million. Com 
pletion date is set for April, 1961. 
nN 
Rochester Telephone Announces Plans | 


For New Midtown Plaza Building Ni 


OFFICIALS of the Rochester Telephone Corpora‘ otf Pr-, 
(Rochester, New York) and Midtown Holdings Ccrp. 
recently announced plans to construct a new telephon¢ 
company building as a part of Midtown Plaza, thé 
vast downtown development project which is being 
constructed through private funds. The new building 
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| be four stories high and will 
vse from 450 to 500 telephone 
impony employees at the time of its 


dent : 

son a pietion on February 1, 1963, ac- 
generati ding to William A. Kern, pres- 
watt elggett . : 

tricit Th departments which will even- 
fs cs td ully occupy the new office building 
al ca;resft, POW. Spread throughout the city 
to 1 5 foir locations. 

ident sa 


lighting Industry Announces 


Ke) is ¢ 
said th orotional Programs for 1961 
ling :aagfRO MOTIONAL programs totaling 
: are hagi33,750 are planned for 1961 by 
watt. agmoiadustry sections of the Lighting 
ears lat(#quioment Division of the National 
ene: itigglectrical Manufacturers Associa- 
- ‘TL odafion, it was announced recently at the 
lowaiis @ivision’s first annual meeting in 
omers. JRew York City. 
y Li.C§ Oi this amount the Street Lighting 
insulin @etion will spend $118,750 — the 
n 1910 firgest single year budget in its his- 
uded. jhry — to continue sponsorship of its 
treet and Highway Lighting Bu- 
aut. The Bureau’s 1961 program 
i, ill include the initiation of a “‘wom- 
y lo i : a a ie 
ry Rell street lighting crusade” in co- 
cated gration with the General Federation 
‘ f Women’s Clubs and the Reader’s 
=~ ligest; promotion | of two films — 
d Publ Out of Darkness” and “Let There 


be Light”; national publicity in all 
acai nformational media; publication of 
ce he Bureau’s quarterly magazine, 
5 “Street and Highway Safety Light- 
a ng,” and presentation of a new pro- 
brani — “Operation Night Watch.” 

he final project involves national 


lish ar . . : . 
broadcasting of night accident statis- 


si ics over the 1961 Memorial Day hol- 
day and culminates in the Bureau’s 
ppearance on the Dave Garroway 
devision show on May 31. 
The remaining $15,000 will be used 
by the Floodlighting Section to 
ld a 65@aunc!: a long-range program for the 
reron t@ror:tion of floodlighting of public 
~—Hulsend orivate buildings, monuments, 
ark. gardens, etc. It is expected 
- Jee ofhat he activity will find ready ac- 
een higPt: ce among utilities which have 
mp:nyxtv ated a promotional approach to 
by the he -oodlighting market for several 
rea 
_ Com Te Division also reelected Clar- 
rnc’ Keller, Executive Vice Presi- 


len’ The HOLOPHANE Company, 
si; chairman for the ensuing year. 
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_ | sew Honeywell Computer 
ie Processes 10,000-Man Payroll 
ow ie In Record Time 
va, th’ NEAPOLIS - HONEYWELL 


beingplaced in operation recently a new 
rilding&tlec!ronic data processing system and 
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reported that it processed a 10,000- 
man industrial payroll in 2.75 min- 
utes. 

In its first demonstration runs at 
the Boston headquarters of the firm’s 
Electronic Data Processing Division, 
the machine performed the huge pay- 
roll computation at less cost than any 
other existing computer, Honeywell 
said. 

The company also said that the 
machine, the first Honeywell 800, 
processed the payroll twice as fast 


as any other electronic data process- 
ing system in the new electronic com- 
puter’s price range. 


In processing the 10,000-man pay- 
roll in less than three minutes, the 
new computer updated a master pay- 
roll file, calculating each employe’s 
gross and net pay, old age and with- 
holding taxes, personal deductions 
and payments for government bonds. 
It furnished all the necessary in- 


(Continued on Page 28) 





many steps 








Six smiths are en- 
gaged here in labori- 
ously hand-welding 
layers of steel to an 
anvil — an article of 
prime importance to 
their own trade, 
toolmaking. 


Hine 
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This exclusive R & S service is made possible by 


this machine of our invention 


It is a laborious affair to compile rate-bill analyses in your own office 
(even under the best conditions), compared with the time and labor-saving 
service offered by the “One-Step” Method. 


Monthly rate-bill analyses are of prime importance to utility com- 
panies in “tooling up” for the future. R & S prepared monthly reports 
provide authenticated and respected material for presenting rate cases. 


The “One-Step” Method is simplicity itself, full details are in our 
booklet, “One-Step” Method of Bill Analyses. 


Write Dept. U-2 for your copy today. 


RECORDING & STATISTICAL 


CORPORATION 


100 Sixth Avenue - New York 13, N. Y. 








formation for producing pay checks, 
a check register and an earnings 
ledger. 

In other demonstrations designed 
to show the computer’s unique ability 
to perform as many as eight inde- 
pendent data processing tasks simul- 
taneously, using a technique known 
as Parallel Processing, the machine 
proved its ability “to do two jobs in 
the time it normally takes to do one.” 

Walter W. Finke, president of 
Honeywell’s Electronic Data Process- 
ing Division, said that the unusual 
capabilities of the Honeywell 800, 
coupled with the rapid growth of the 
EDP Division, will make Honeywell 
“one of the industry’s foremost pro- 
ducers of EDP systems.” 

The division, which has more than 
tripled its employment this year, is 
committed to manufacture and de- 
liver $51 million worth of electronic 
computers in 1961, he said. 

“This large volume of output in- 
dicates still further growth,” he said. 
“Plans, therefore, are going forward 
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for additional expansion of the divi- 
sion’s staff and facilities next year.” 


NCR Names Manager For 
"304" Electronic Data 
Processing Centers 


THOMAS R. BITTERLY, former- 
ly director of data processing ma- 
chine sales for The National Cash 
Register Company, has been named 
manager of the company’s “304” elec- 
tronic data processing centers. 

The appointment was announced 
by Harry C. Keesecker, vice presi- 
dent, marketing. 

In his new capacity, Mr. Bitterly 
will be responsible for the activities 
of the company’s “304” EDP Cen- 
ters in New York city, Dayton and 
Los Angeles. 

Mr. Bitterly will co-ordinate the 
activities of the individual managers 
of the EDP centers and will work 
closely with NCR’s branch sales of- 
fices in selling computer services and 
time to business firms. 





His former sales responsib:liti@ta™t 


will be assumed by Harry R. \Vigs 
manager of data processing machi 


sales and support. 


Plans Underway for 196! 
Observance of Electrical Wee 


COMMUNITIES and grcup 
throughout this country and Ce jad 
report that plans are now well w: de 
observance 
National Electrical Week, next 
ruary 5-11, according to an a 
nouncement by Harold A. Wei ste 
president of the National Elec’ ric 
Contractors Association and C aai 
‘Vee 


way for the 1961 


man of the National Electrical 
Committee. 

The 1961 observance will ag: 
held in the proven and highly 
cessful ‘‘umbrella” fashion in 
each group within the electrica 
allied industries carries out its 


program of: telling employees, 
tomers, suppliers and others how im 
portant the industry is and how im 














INCORPORATED 


COFFIN & BURR 


INCORPORATED 








GREGORY & SONS 


COURTS & CO. 


December 7, 1960 





SHEARSON, HAMMILL & CO. 


NEW YORK HANSEATIC CORPORATION 


FREEMAN & COMPANY 


This announcement is not an offer to sell or a solicitation of an offer to buy these securities. 


The offering is made only by the Prospectus. 


$35,000,000 


Northern States Power Company 


(a Minnesota corporation) 


First Mortgage Bonds, Series due December 1, 1990, 5% 


Dated December 1, 1960 


Price 100% and accrued interest 


The Prospectus may be obtained in any state in which this announcement is circulated from only 
such of the undersigned and other dealers as may lawfully offer these securities in such state. 


HALSEY, STUART & CO. Inc. 


A.C. ALLYN AND COMPANY LADENBURG, THALMANN & CO. 
HALLGARTEN & CO. 
J. C. BRADFORD & CO. 


DICK & MERLE-SMITH 
WEEDEN & CO. 


INCORPORATED 


IRA HAUPT & CO. 


STERN BROTHERS & CO. 


WM. E. POLLOCK & CO., INC. 


GREEN, ELLIS & ANDERSON 


WERTHEIM & CO. 


HIRSCH & CO. 


ADAMS & PECK 
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onsibilit@gtant each of them is to its contin- 
> R. Wiggg <rowth; educating children and 
g machigfillts about electrical safety and elec- 
; city's role in history and scientific 
ogr’ss; promoting new business 
196} frouzh special campaigns and pro- 
al Wea’: honoring electrical pioneers 
| “hd present day leaders; and creating 
| groupie will among people in the com- 
id Ceiadhniiy and across the nation. 

yell w ded \fc re than 6,000 industry leaders 
vance’ dye already received copies of the 
next “elf}1 planning guide which details 
» an althys of participating in N. E. W. 
Wei stefie planning guide also announces 
Elec‘ric#e theme for the upcoming observ- 
1d Craithce ‘Make Electricity Work for 
ical \VeeBoy.’ 

A aumber of observance materials 
agen bf all incorporating the theme Make 
ghly sudiectricity Work For You—are being 
in \whicered through N.E.W. headquarters. 
rica! an 
seg an JNew Bulletin on Safety Belts 

wy int COMPLETE line of safety belts 


es 

how in : : 

how img worker protection and comfort is 
scribed in a bulletin just issued by 
line Safety Appliances Company, 
ittsburgh. 
The eight-page illustrated brochure 
rovides details on various types of 
eb or leather belts, including body- 
pe, harness-type, suspension-type, 
id linemen’s belts and straps. In- 
prmation is also given on lanyards, 
ock absorbers, and related equip- 
ent. 
Tensile strengths for various types 
{ M-S-A webbing belts, together 
ith test data on forged steel hard- 
are and galvanized steel liners, are 
utlined in the bulletin. 

Copies of the Bulletin No. 1302-6 

re available on request from Mine 








o 





afety Appliances Company, 201 
lorth Braddock avenue, Pittsburgh 
$35 


Tampa Electric Places New 
175,000 kw Unit in Operation 
NEW power generating unit has 
ee: completed and is now in opera- 
on at Tampa Electric Company’s 
francis J. Gannon power station, ac- 
prcing to an announcement by W. C. 
lacInnes, president of the electric 
tility firm. 

The new unit, 175,000 kilowatts in 
apicity, is the third unit at Tampa 
lectric’s Gannon station—the largest 
oa'-fired power station in Florida. 
his unit is the largest of the three 
niis at Gannon, and is almost three 
imes as large in itself as the Com- 
lany’s entire generating capability as 
tte as 1947. 
















INDUSTRIAL PROGRESS—( Continued) 


The first unit at Gannon went into 
operation in 1957. The second unit 
was added the following year, both 
of these being 130,000 kilowatts in 
generating capability. 

With the addition of the third unit, 
the Gannon station is now capable of 
generating 435,000 kilowatts of elec- 
tricity. Tampa Electric also operates 
two older generating stations, Peter 
O. Knight and Hooker’s Point, with 
65,000 and 235,000 kilowatts capacity, 
respectively. Both of these plants are 
fueloil fired. 

With the addition of the third Gan- 
non unit, Tampa Electric’s generating 
system now has a total capability of 
735,000 kilowatts—an increase of 
over 1,000 per cent since 1947. 

With the completion of the third 
unit at Gannon, Tampa Electric now 
has an investment of some 53 million 
dollars in this plant, Mr. MacInnes 
stated. This investment is more than 
the company’s entire plant and equip- 
ment investment as late as 1952. 


Electrical Industry Invests $4 
Billion In Research-Development 
in 1960 
THE electrical industry will spend 
$4 billion for research and develop- 
ment work this year—more than all 
of the rest of the nation’s industries 
combined—and results in terms of 
“profitable new products” amply 

justify the investment. 

With these comments as an “open- 
er,” four of the electrical manufac- 
turing industry’s top scientists re- 
viewed several rare accomplishments 
in the fields of communication and 
control, power generation, lighting 
and structures for their key manage- 
ment representatives at the 34th an- 
nual meeting of the National Elec- 
trical Manufacturers Association held 
recently in New York City. 

The scientists are Dr. Seymour W. 
Herwald, Pittsburgh, Pa., vice pres- 
ident—Research and Development, 
Westinghouse Research Laboratories, 
Westinghouse Electric Corporation; 
Dr. Walter R. Hibbard, Jr., Schenec- 
tady, N. Y., manager of the Metal- 
lurgy and Ceramics Research Depart- 
ment, General Electric Research Lab- 
oratory; Dr. Herbert Trotter, Jr., 
New York, N. Y., president, General 
Telephone & Electronics Laborator- 
ies, Inc., a subsidiary of the General 
Telephone and Electronics Corpora- 
tion, and Dr. Finn J. Larsen, Min- 
neapolis, Minn., vice president in 
charge of Research, Minneapolis- 
Honeywell Regulator Company. 














WHAT'S IN 
A TITLE! 


Executives of local utilities 
frequently are assigned respon- 
sibility for management in sev- 
eral diverse areas of operations. 
Are you faced with this problem 
of wearing several hats at one 
time? 


Servic 
‘Public ' j 
Relations 
‘Community 
Relations 





If so, you and your associates 
will be glad to learn that you 
can obtain a basic understand- 
ing of the non-technical aspects 
of utility operations. 


Write today for information 
about the P.U.R. Guide. Join 
over 240 other gas, electric, 
water and telephone utilities 
which have participated in this 
program, created specifically 
for you. 







The P-U-R: Guide 


a 
Koapoas'® 


332 Pennsylvania Bidg. 
Washington 4, D. C. 




















PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








64 years of leadership in property valuation 


Home Office: Milwaukee 1, Wisconsin 
Offices in 18 cities coast-to-coast 




















“CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
1500 MEADOW LAKE PARKWAY, KANSAS CITY 14, MISSOURI (SINCE 1915) 











BONI, WATKINS, JASON & CO., INC. 


Economic & Management Consultants 


80 Pine Street 919 Eighteenth St., N.W. 
New York 5, N. Y. Washington 6, D. C. 
Rate Cases Management and Market Studies Rate of Return Analyels 
Cost of Service Determination Economic and Financial Reports 

















BURNS and ROE, Inc. 
ENGINEERS e CONSULTANTS e CONSTRUCTORS 
Engineering and Design © Research and Development @ Construction © 
Electric, Steam and Hydro Plants © Aeronautical and Missile 
Facilities © Surveys © Nuclear, Chemical and Industrial Plants ¢ 
Transmission ® Distribution © Reports 


160 WEST BROADWAY, NEW YORK 13, NEW YORK 
Washington, D. C, * Hempstead, L. I, e Santa Monica, Calif. 

















SERVICES INC. Management and Business Consultants 
300 Park Ave., New York 22, N. Y., MUrray Hill 8-1800 


Common wealth 1 Main St., Houston 2, Texas, CApital 2-9171 
1612 K St., N.W., Washington 6, D. C., STerling 3-3363 


ASSOCIATES INC. Consulting and Design Engineers 


Commonwealth Building, Jackson, Mich., STate 4-6111 








Mention the Fortnicutty—It identifies your inquiry 
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DAMES & MOORE 


Consultants in Applied Earth Sciences 


Subsurface investigations for foundations, groundwater, and subsurface structures. Air photo, 


geological 


,_ and 


physical investigations for pipeline and transmission line routes, Geological- 


ee mechanics investigations for recovery and use of marginal land, and for dam 
lesign and construction. 


LOS ANGELES 


CHICAGO NEW YORK 
TLAND SEATTLE 


SAN FRANCISCO 
LAN 


AT TA 


HONOLULU 
SALT LAKE CITY 











NEW YORK 


DAY & ZIMMERMANN, INC. 
ENGINEERS & CONSTRUCTORS 


PHILADELPHIA 


CHICAGO 


Design — Electric Line Construction — Management — Reports and Valuations 





- Design 
- Engineering 
- Construction 


DRAKE & TOWNSEND 


Incorporated 


11 WEST 42ND STREET, NEW YORK 36, N. Y. 


EMPIRE GAS 
ENGINEERING CO. 
P.O. Box 1738. 

Atlanta 1. Georgia 


LP-gas 
peak shaving 
and stand-by 

plants for 
+ municipalities 
+ industry 

+ design 

+ construction 











BED 


Ford, Bacon & Davis 


VALUATION 
REPORTS 


_ Engineers 


CONSTRUCTION 
RATE CASES 


NEW YORK @ MONROE, LA. © CHICAGO @ SAN FRANCISCO 











1523 L STREET, N.W. 
WASHINGTON 5, D. C. 


FOSTER ASSOCIATES, INC. 


Rate Cases @ Cost of Service and Other Regulatory Methods 
Rate of Return Analyses @ Rate Design 
Natural Gas Field Price Problems @ Economie and Financial Reports 


403 EMPIRE BUILDING 


326 MAYO BUILDING 
TULSA 3, OKLAHOMA 


CALGARY, ALBERTA 
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2, 96M PECEMBER 22, 1960—PUBLIC UTILITIES FORTNIGHTLY 

































PROFESSIONAL DIRECTORY 


(continued) 





Francisco & Jacosus 


ENGINEER & ARCHITECT 


Specializing in the location and design of 
Customers Service Centers and Operating Headquarters 


New Yor« WESTBURY CLEVELAND Tucson 














GIBBS & HILL, inc. 


Consulting Engineers 


DESIGNERS ¢ CONSTRUCTORS 
PENNSYLVANIA STATION NEW YORK 1,N. Y. 

















ENGINEERS and CONSULTANTS 


525 LANCASTER AVE. 
FOUNDED 1906 READING, PA. 


WASHINGTON « NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Fi ial and E ic Reports 
Valuations—Rate of Return—Depreciation Studies 
Traffic Surveys—Fare Analyses 


55 Liberty Street New York 5, N. Y. 

















HARZA ENGINEERING COMPANY 


Consulting Engineers 


REPORTS — DESIGN — SUPERVISION 
HYDROELECTRIC PLANTS AND DAMS — TRANSMISSION LINES — FLOOD CONTROL — 
IRRIGATION — RIVER BASIN DEVELOPMENT 


400 West Madison Street Chicago 6, Illinois 











HOOSIER ENGINEERING COMPANY 


Erection and Maintenance of 
Electrical Transmission and Distribution Lines 


1350 HOLLY AVENUE ° COLUMBUS, O10 








Mention the FortniGHTLY—/t identifies your inquiry 
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JENSEN, BOWEN & FARRELL 


ENGINEERS 


APPRAISALS — DEPRECIATION STUDIES — PROPERTY — 
COST TRENDS — SPECIAL STUDIES — REPORTS 


for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
Michigan Theotre Building Ann Arbor, Michigan NOrmandy 8-7778 











Personalized Piping System Flexibility Analyses 
Piping flexibility studies made with Available on a confidential basis 
Kellogg’s electronic computer, Ki E . 3 ) 5G} to consulting engineers and engineering 


individualized on your company forms. departments. Write for details to: 
POWER PIPING DIVISION 


The M. W. Kellogg Company, 711 Third Avenue, New York 17, N. Y. 





She huljian loporalion 


ENGINEERS ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION MANAGEMENT 
SURVEYS e INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 











William S. Leffler, Engineers Associated 


Utility Management Consultants for past 35 years Specializing in 
> c CLASS COST ANALYSES for Developing CLASS RATES eee 
WATER OF RETURN and UNIT COSTS for use in MUNICIPAL 
TELEPHONE RATE CASES AND MODERNIZATION of Rate Structures PROBLEMS 
Send for brochure: “The Value of Cost Analysis to Management’ 
17 BAYWATER DRIVE DARIEN, CONN. 











N. A. LOUGEE & COMPANY 


Engineers and Consultants 


RATE CASES—APPRAISALS. ~-DEPRECIATION STUDIES 
BUSINESS AND FEASIBILITY STUDIES—REPORTS 


120 Broadway New York 











Pioneer Service — Co. 


SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CHICAGO 4, ILLINOIS 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


23) SOUTH LA SALLE STREE! 
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Special Operating Studies 
Planning and Design 


Reports for Financing 
Economic Studies 
Regulatory Representation 











SANDERSON & PORTER 


CONSTRUCTION * ~~ REPORTS \ 
SURVEYS 


NEW YORK NEW YORK 











LUVUTTUD TAMU 


HWE 
SARGENT & LwoNnDY 


ENGINEERS 
Consultants to the Power Industry 
@ STUDIES @ DESIGN @ SUPERVISION 


140 South Dearborn Street, Chicago 3, Ill. 


Hee 








STANDARD RESEARCH CONSULTANTS, INC. 


Rate of Return ¢ Valuations ©® Capital Costs 
Customer Surveys © Depreciation Studies 
Regional Economic Studies ® Property Records 


345 Hudson St. Warkins 46400 New York 14, N. Y. 











NEW YORK 


STONE & WEBSTER Ee 
CHICAGO 


ENGINEERING CORPORATION ieaeee” 


SAN FRANCISCO 


DESIGN *« CONSTRUCTION « REPORTS » APPRAISALS LOS ANGELES 


SEATTLE 
EXAMINATIONS +» CONSULTING ENGINEERING TORONTO 











Whitman, Requardt and Associates 
Publishers of the HANDY-WHITMAN INDEX 


DESIGN—SUPERVISION OF PUBLIC UTILITY CONSTRUCTION COSTS, 
now in its 35th year and a companion publication the 
REPORTS—VALUATIONS HANDY-WHITMAN INDEX OF WATER UTILITY 
CONSTRUCTION COSTS 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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BURNS & McDONNELL 
Engineers-Architects-Consultants 


4600 E. 63rd St. Trafficway 
Kansas City 41, Missouri 


LUTZ & MAY COMPANY 


ST. GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











EARL L. CARTER 


Consulting Engineer 


REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 


Public Usility Valuations, Reports and 
Original Cost Studses 


910 Electric Building Indianapolis, Ind. 


MINER AND MINER 


CONSULTING ENGINEERS 
INCORPORATED 
GREELEY, COLORADO 


Littleton, Colorado 
Tucson, Arizona Phoenix, Arizona 














COFFIN & RICHARDSON, INC. 
CONSULTING ENGINEERS 
——-, and Valuations For Regulatory, 

Tax, and Other Purposes 
Rate Case Preparation—Cost of Service Studies 


Original Cost and Depreciation Studies 
Rate Design 
88 Devonshire St., Boston 9, Massachusetts 





PITTSBURGH TESTING 
LABORATORY 
Radiography—Soils Mechanics 
Testing—Inspection—Analysis 


Maia Office, Pittsburgh, Pa. 
32 Leborateories in Principal Cities 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 





GAS anp SERVICE CO. 


327 So. LaSalle St., Chicago 4, Ill. 








A. S. SCHULMAN ELECTRIC Co. 


Electrical Contracting Engineers 
founded 1890 
PoweER STATION—INDUSTRIAL— 
COMMERCIAL—TRANSMISSION LINES— 
DISTRIBUTION 


2416 S. MICILIGAN AVE, CHICAGO, Li, 
Angeles Tampa 











GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


HARRISBURG, PENNSYLVANIA 


SVERDRUP & PARCEL 


Enal, s&C 1s 





Design, Construction Supervision 

Steam and Hydro Power Plants 

Power Systems—Industrial Plants 
Studies—Reports 


St. Louis ° San Francisco ° Washington 














INTERNUCLEAR COMPANY 


Nuclear consultants, engineers, and 
designers 
Economics of Nuclear Power, Reactor 
Analysis and Design, Shielding, 
Special Applications 


Clayton 5 Missouri 


A. W. WILLIAMS INSPECTION CO., INC, 


Specialized Inspection Service 





Poles, Crossarms, Lumber, Piles, Crossties 
Preservative Treatment and Preservative Analysis 


208 Virginia St., Mobile, Ala. 
New York St. Louis Portland 
Inspectors stationed throughout the U.S.A. 














Jackson & Moreland, Inc. 
Jockson & Moreland International, Inc. 
Engineers and Consultants 
‘ELECTRICAL—MECIANICAL—STRV CTURAL 
DESIGN AND SUPERVISION OF CONSTRUCTION 


UTILITY, INDUSTRIAL AND ATOMIC PROJECTS 
SURVEYS—APPRAISALS—REPORTS 


MACHINE DESIGN—TECHNICAL PURLICATIONS 
BOSTON — WASHINGTON — NEW YORK 





Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 

Public Utilities Fortnightly 

332 Pennsylvania Building 
Washington 4, D. C. 
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the most beautiful 
exciting 
new typewriter 
since 
typing went 
electric! 





Ht} NEW REMINGTON®? ELECTRIC ouTSTYLES, OUTPERFORMS, 
U''-SMARTS AND OUTDATES ANY OTHER ELECTRIC IN THE FIELD 


Breathtaking breakthrough into tomorrow! The new 
Remington Electric heralds a new dawn of typing 

ease and comfort for secretaries —a new age of impeccable 
correspondence for letter-signing executives, too. 

Available in 6 soft pastel colors, this fine performer speedily 
moves mountains of paperwork. See the new Remington 
Electric at your local Remington Rand office today! 


Remington. Frand. 


DIVISION OF SPERRY RAND CORPORATION 





BY 


VP” 4 


Flin. 


a 2 BU a 7 
be 
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, 
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Bag 


A product of Chrysler Cort ra 


Toughest trucks Dodge has ever built. With tight-fisted Cummins diesels be 
or nickel-pinching Dodge V-8 gasoline engines. Real misers with fuel. And DO DG) : 
built to give you the biggest payloads in the business. In cab forward 

models like this one, 28” from bumper to front axle and 8934” BBC, allows 

35-ft. trailer in 45-ft. over-all length, 40-ft. trailer in 50-ft. over-all length. 

Exclusive swing-out fenders and 90-degree-opening hood permit ‘‘walk- TO UGH 
in’? maintenance and engine servicing. '61 Dodge trucks are rated from 

4300 Ibs. GVW to 76,800 Ibs. GCW. Priced to compete with any truck 

coming or going. Toughen up your fleet. See your Dodge dealer now! 











